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7KHVWXGLHVSUHVHQWHGLQWKLVGLVVHUWDWLRQZHUHFDUULHGRXWDWWKH7DPSHUH&HQWHUIRU
&KLOG+HDOWK5HVHDUFKRI7DPSHUH8QLYHUVLW\EHWZHHQDQG
,DPH[WUHPHO\JUDWHIXOWRERWKRIP\VXSHUYLVRUV3URIHVVRU$QVVL$XYLQHQDQG
DGMXQFWSURIHVVRU2OOL/RKLKDYHOHGPHWRDOLIHORQJSDWKRIVFLHQFH)URPWKHYHU\
EHJLQQLQJ , KDYH EHHQ IDVFLQDWHG E\ WKHLU LQFUHGLEOHZRUN HWKLF DQG SDVVLRQ IRU
DGYDQFLQJVFLHQFHLQWKHLURZQILHOGV,KDYHKDGWKHIHHOLQJWKDW,ZDVDOORZHGWR
ZRUN ZLWK UHVHDUFKHUV IURP WKH KLJKHVW WLHUV RI VFLHQWLILF ZRUN DQG DW WLPHV ,
ZRQGHUHGZKHWKHUWKHLUWLPHZRXOGEHEHWWHUVSHQWZLWKPRUHSURPLVLQJGRFWRUDO
FDQGLGDWHV+RZHYHU WKHLUSRVLWLYH IHHGEDFN DQGZRUGVRI HQFRXUDJHPHQWKDG D
WUHPHQGRXVHIIHFWRQPH0\IHHOLQJVPLJKWKDYHVDLOHGDWWLPHVEXWQHYHUGLG,IHHO
DQ\WKLQJEXWPRWLYDWHGDIWHURXUJURXSPHHWLQJV
$QVVL ZRUNLQJ ZLWK \RX WDXJKW PH KRZ WR YLHZ ZRUOG WKURXJK VFLHQWLVW·V
VSHFWDFOHV&ULWLFDODQGIDLUDVVHVVPHQWRISXEOLVKHGZRUNLQFOXGLQJP\RZQZRUN
LVFUXFLDOIRUWKHVFLHQWLILFSURFHVV1RZ,IHHO,DPDEOHWRDFKLHYHWKLVXVLQJWKH
PHWKRGV \RX KDYH WDXJKW PH DQG LW ZLOO EHDU IUXLW WKURXJKRXW P\ FDUHHU 2OOL
REVHUYLQJWKHZD\\RXDUHDEOHWREDODQFHFOLQLFDOZRUNLQDOHDGLQJSRVLWLRQDORQJVLGH
PDQDJLQJ\RXURZQWRSOHYHOUHVHDUFKJURXSKDVVKRZQPHWKDWZKDW,RQFHZRXOG
KDYHWKRXJKWLPSRVVLEOHFDQEHDFKLHYHGZLWKKDUGZRUNGHGLFDWLRQDQGWDOHQW,
DPIRUHYHUJUDWHIXOIRU\RXUFRQWLQXRXVVXSSRUWDQGIRUWKHQXPHURXVGRRUV\RX
KDYHRSHQHGIRUPH
7KHHDUO\DQGLQWHQVLYHVXSSRUWIURPRXUJURXS·VVWDWLVWLFLDQ-DQL5DLWDQHQZDV
HVVHQWLDO,WDOORZHGPHWREHJLQH[SORULQJWKHVRIWZDUHDQGFRGLQJRULHQWHGVHDRI
HSLGHPLRORJ\ 6RRQ , ZDV DEOH WR VZLP RQ P\ RZQ EXW HYHQ DIWHU WKDW RXU
QXPHURXVGLVFXVVLRQVDIWHUZRUNLQJKRXUVKHOSHGPHIRUZDUGGXULQJWKHWLPHVRI
GHVSHUDWLRQ
,QDZD\,KDYHKDGDWKLUGVXSHUYLVRU'RFWRU+DQQX$UYHOD·VLQSXWUHJDUGLQJ
WKHH[SRVXUHDVVHVVPHQWDQGGDWDIURP5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\KDV
EHHQLUUHSODFHDEOH7RLWHUDWHFRPSOHWLQJWKLVWKHVLVZRXOGQRWKDYHEHHQSRVVLEOH
ZLWKRXWKLP,WKDQNKLPDOVRIRUKLVSDWLHQFHZLWKRXU OHQJWK\HPDLOGLVFXVVLRQV
DQGRFFDVLRQDOSKRQHFDOOV
YL
,ZRXOGDOVROLNHWRWKDQNDOORIP\RWKHUFRDXWKRUV6LQL(UPH2OOL+ROPJUHQ
*HUDOG .HQGDOO %HQ 6S\FKHU -XKD 0HKWRQHQ DQG 0HUMD +HLQlQLHPL 7KHLU
H[SHUWLVHDQGFRQWULEXWLRQVPDGHWKLVGLVVHUWDWLRQKDSSHQ,DPHVSHFLDOO\WKDQNIXO
WRSURIHVVRU*HUDOG.HQGDOOIURP8QLYHUVLW\RI2[IRUGIRURUFKHVWUDWLQJRXUVWXG\
RQWKHHIIHFWVRIFRPSOHWHUHVLGHQWLDOKLVWRULHV ,KDYHUHFHLYHGQXPHURXVKHOSIXO
FRPPHQWVIURPRWKHUH[SHUWVLQRXUILHOGDQG,ZRXOGOLNHWRWKDQNHYHU\RQHEHKLQG
WKHP
,DPDOVRJUDWHIXOWRWKHPHPEHUVRIP\IROORZXSJURXS3URIHVVRUV3HU$VKRUQ
DQG1HD0DOLODZHUHDOZD\VVZLIWWRDQVZHULQWKHLVVXHVUHJDUGLQJWKHSURJUHVVRI
P\ GRFWRUDO VWXGLHV , DP WKDQNIXO IRU WKH LQVLJKWIXO FRPPHQWV RI WKH RIILFLDO
UHYLHZHUVRIWKLVGLVVHUWDWLRQ7KHVXJJHVWLRQVIURPSURIHVVRU$UMD+DULOD6DDULDQG
DVVRFLDWH SURIHVVRU /DXUD 0DGDQDW+DUMXRMD DOORZHG WKLV WKHVLV WR UHDFK LWV IXOO
SRWHQWLDO
7KHVXSSRUWIURPP\IDPLO\KDVEHHQKXJHO\LPSRUWDQWWRPHDQGIRUWKDW,ZLOO
WKDQNP\WZRVLVWHUVGDGDQGPRP5HJDUGOHVVRIHYHU\WKLQJZULWWHQEHIRUH WKH
VLQJOHIRUFHSXVKLQJPHWKURXJKWKHREVWDFOHVZDVWKHQHYHUHQGLQJVXSSRUWIURP
P\ZLIH/DXUDZKR,ORYHVRPXFK 
YLL
$%675$&7
'HVSLWHWKHH[WHQVLYHVFLHQWLILFZRUNLQWKHILHOGRIFKLOGKRRGOHXNHPLDWKHHWLRORJ\
RIWKHGLVHDVHKDVUHPDLQHGHOXVLYH+LJKGRVHLRQL]LQJUDGLDWLRQLVDZHOOHVWDEOLVKHG
ULVNIDFWRURIFKLOGKRRGOHXNHPLDKRZHYHUPDUNHGXQFHUWDLQW\SUHYDLOVUHJDUGLQJ
WKH HIIHFW RI ORZ GRVHV 6WXGLHV H[SORULQJ WKH DVVRFLDWLRQ RI OHXNHPLD ZLWK
EDFNJURXQG UDGLDWLRQ FRPSXWHUL]HG WRPRJUDSK\ VFDQV DQG KLJK LQGRRU UDGRQ
FRQFHQWUDWLRQV KDYH EHHQ SXEOLVKHG EXW WKH UHVXOWV KDYH EHHQ FRQIOLFWLQJ DQG
FOLQLFDOO\ DQG HWLRORJLFDOO\ LQWHUHVWLQJ VXEJURXSV KDYH QRW EHHQ DOZD\V UHSRUWHG
6WXG\LQJWKHVXEMHFWXVLQJKLJKTXDOLW\QDWLRQZLGHSRSXODWLRQDQGUHJLVWHUEDVHG
)LQQLVK GDWD ZLWK FRPSUHKHQVLYH LQIRUPDWLRQ RQ H[SRVXUHV LQFOXGLQJ FRPSOHWH
UHVLGHQWLDOKLVWRULHVSURYLGHDXQLTXHRSSRUWXQLW\WRDGYDQFHWKHILHOG
7KHDLPRIWKLVVWXG\ZDVWRHYDOXDWHWKHDVVRFLDWLRQEHWZHHQFKLOGKRRGOHXNHPLD
DQGH[SRVXUHWREDFNJURXQGUDGLDWLRQFRPSXWHUL]HGWRPRJUDSK\VFDQVDQGLQGRRU
UDGRQ XVLQJ D FDVHFRQWURO GHVLJQ LQ D QDWLRQZLGH UHJLVWHU VHWWLQJ 7KH UHG ERQH
PDUURZGRVHHVWLPDWLRQZDVFDUULHGRXWXVLQJWKHEHVWDYDLODEOHSUHGLFWLRQPHWKRGV
DQG WKHLU SHUIRUPDQFHZDV HYDOXDWHG VHSDUDWHO\$ VHSDUDWH VWDWLVWLFDOPRGHOZDV
GHYHORSHG WR SUHGLFW LQGRRU UDGRQ FRQFHQWUDWLRQV ,Q WKH ULVN DQDO\VHV FOLQLFDOO\
UHOHYDQW VXEJURXSV ZHUH DQDO\]HG VHSDUDWHO\ 7KH VLJQLILFDQFH RI FRPSOHWH
UHVLGHQWLDOKLVWRULHVLQVWXGLHVRIEDFNJURXQGUDGLDWLRQZDVIXUWKHULQYHVWLJDWHG
:HLGHQWLILHGDOOFKLOGKRRGOHXNHPLDFDVHVGLDJQRVHGLQ)LQODQGEHWZHHQ
DQG1 IURPWKH)LQQLVK&DQFHU5HJLVWU\DQGLQGLYLGXDOO\PDWFKHG
WKHPE\JHQGHUDQG\HDURIELUWKZLWKWKULFHDVPDQ\UDQGRPO\VDPSOHGFRQWUROV
IURP WKH 3RSXODWLRQ 5HJLVWHU &HQWUH )URP WKH 5DGLDWLRQ DQG 1XFOHDU 6DIHW\
$XWKRULW\ZHREWDLQHG[NPVTXDUHPDSVRIWKHQDWXUDOEDFNJURXQGUDGLDWLRQ
DQG&KHUQRE\OIDOORXWDQGGLUHFWPHDVXUHPHQWVRILQGRRUUDGRQFRQFHQWUDWLRQVLQ
RYHU   UHVLGHQFHV $OO HOHFWURQLFDOO\ DYDLODEOH SHGLDWULF FRPSXWHUL]HG
WRPRJUDSK\VFDQVZHUHFROOHFWHGIURPWKHWHQODUJHVW)LQQLVKKRVSLWDOV([SRVXUHV
ZHUHDVVHVVHGXVLQJFRPSOHWHUHVLGHQWLDOKLVWRULHVIRUHDFKVXEMHFWDQGWKHSURSHUWLHV
RI WKH EXLOGLQJV ZHUH DFFRXQWHG IRU $ WZR\HDU ODWHQF\SHULRG ZDV DVVXPHG
,QIRUPDWLRQ RQ ELUWK ZHLJKW PDWHUQDO VPRNLQJ 'RZQ V\QGURPH FRQJHQLWDO
PDOIRUPDWLRQVSDUHQWDOVRFLRHFRQRPLFVWDWXVDQGSDUHQWDOHGXFDWLRQZDVREWDLQHG
YLLL
WREH LQFOXGHG LQ WKHFRQGLWLRQDO ORJLVWLF UHJUHVVLRQDQGH[DFWFRQGLWLRQDO ORJLVWLF
UHJUHVVLRQPRGHOVDVSRWHQWLDOFRQIRXQGHUV
:HREVHUYHGDQRGGVUDWLRRI&,IRUHYHU\Q6YKLQFUHDVH
LQDYHUDJHGRVHUDWHWRUHGERQHPDUURZIURPEDFNJURXQGUDGLDWLRQ7KHUHGERQH
PDUURZGRVHIURPSHGLDWULFFRPSXWHUL]HGWRPRJUDSK\VFDQVVKRZHGDVWDWLVWLFDOO\
VLJQLILFDQWLQFUHDVHSHUP*\2GGV5DWLR25 &,:H
DQDO\]HG WKHTXDUWLOHVRI LQGRRU UDGRQFRQFHQWUDWLRQDQGREVHUYHGQRVLJQLILFDQW
GLIIHUHQFHEHWZHHQJURXSV7KHRGGVUDWLRVIRUWKHVHFRQGWKLUGDQGIRXUWKTXDUWLOHV
ZHUH&,IRUWKHWKLUG&,DQGIRUWKH
KLJKHVW&,UHVSHFWLYHO\
,QVXEJURXSDQDO\VHVRIEDFNJURXQGUDGLDWLRQWKH\RXQJHVWDJHJURXSRI²
\HDUVVKRZHGDKLJKHURGGVUDWLRRI&,IRUHYHU\P6YLQFUHDVH
LQFXPXODWLYHGRVHWRUHGERQHPDUURZZKHQFRPSDUHGWRWKHDJHJURXSRI²
\HDUV0RUHRYHUUHVXOWVVXJJHVWLYHRIDODUJHUHIIHFWLQFDVHVZLWKKLJKK\SHUGLSORLG\
ZHUH REVHUYHG IURPQDWXUDO EDFNJURXQG UDGLDWLRQ 6OLJKWO\ KLJKHU HVWLPDWHVZHUH
REVHUYHG IRU \RXQJ SUHFXUVRU%FHOO DFXWH O\PSKREODVWLF OHXNHPLD SDWLHQWV IURP
FRPSXWHUL]HGWRPRJUDSK\VFDQVDQGKLJKHULQGRRUUDGRQFRQFHQWUDWLRQV
7KH LQGRRU UDGRQ FRQFHQWUDWLRQ SUHGLFWLRQ PRGHO UHDFKHG DQ U RI  IRU
KRXVHVDQGIRUDSDUWPHQWVXVLQJDORJOLQHDUDSSURDFK5DQGRPIRUHVWPRGHOV
SHUIRUPHGEHWWHUUHDFKLQJDFRHIILFLHQWRIGHWHUPLQDWLRQRIIRUKRXVHVDQG
IRUDSDUWPHQWV1HLWKHUDSSURDFKVKRZHGVLJQVRIFRQVLGHUDEOHRYHUILWWLQJDQGWKHLU
SHUIRUPDQFHZDVDGHTXDWHLQLQWHUQDOYDOLGDWLRQ
,Q DQDO\VHV RI UHVLGHQWLDO KLVWRULHV WKH PHGLDQ GLVWDQFH EHWZHHQ VXEMHFW·V
VXFFHVVLYHGZHOOLQJVZDVNPDQGWKHPHGLDQGLIIHUHQFHLQWKHLQGRRUUHGERQH
PDUURZ GRVH UDWH IURP EDFNJURXQG UDGLDWLRQ ZDV  Q6YK 7KH GRVH UDWHV LQ
VXFFHVVLYHGZHOOLQJVZHUHFRUUHODWHG&,3HDUVRQ7KHUHZDV
DKLJKFRQFRUGDQFHEHWZHHQRGGVUDWLRVIRUDYHUDJHGRVHUDWHWRUHGERQHPDUURZ
ZKHQHYDOXDWHGEDVHGRQRQO\WKHILUVWGZHOOLQJ25 &,WKH
ODVWGZHOOLQJ25 &,DQGIRUDVXEJURXSRIVXEMHFWVZKR
KDGOLYHGLQRQO\RQHGZHOOLQJ25 &,
,Q JHQHUDO WKH UHVXOWV SURYLGH VXSSRUW WR WKH QRWLRQ WKDW HYHQ ORZ GRVHV RI
LRQL]LQJ UDGLDWLRQ DUH KDUPIXO WR FKLOGUHQ DQG LQFUHDVH WKH ULVN IRU FKLOGKRRG
OHXNHPLD ,Q H[SORUDWRU\ VXEJURXS DQDO\VHV KLJKHU HVWLPDWHV ZHUH REVHUYHG IRU
\RXQJHUDJHJURXSDWGLDJQRVLVSUHFXUVRU%FHOODFXWHO\PSKREODVWLFOHXNHPLDDQG
WKHJHQHWLFVXEJURXSZLWKKLJKK\SHUGLSORLG\EXWWKHVHUHVXOWVUHTXLUHFRQILUPDWLRQ
LQ DQ LQGHSHQGHQW GDWDVHW :KHQ DYDLODEOH IXOO UHVLGHQWLDO KLVWRULHV VKRXOG EH
L[
SULRULWL]HG1HYHUWKHOHVV LQIRUPDWLYH UHVXOWV FDQ EH SURGXFHG XVLQJ LQIRUPDWLRQ
OLPLWHGWRWKHDGGUHVVRIELUWKRUWKHDGGUHVVRIGLDJQRVLV,QFRQWUDVWWRWKHRWKHU
VWXGLHV WKH ULVN HVWLPDWHV IRU FRPSXWHUL]HG WRPRJUDSK\ VFDQVZHUH KLJKHU WKDQ
H[SHFWHGEDVHGRQ-DSDQHVHDWRPLFERPEVWXGLHVDQGSUHYLRXVSXEOLFDWLRQV7KLVLV
SUREDEO\ GXH WR D GHJUHH RI UDQGRP HUURU DQG WKH SRWHQWLDO HIIHFW RI XQNQRZQ
SUHGLVSRVLQJIDFWRUVFDQQRWEHH[FOXGHG$OVRSUHGLFWLYHPRGHOOLQJRILQGRRUUDGRQ
H[SRVXUH FDUULHVPDMRU XQFHUWDLQWLHV DQG WKH UHVXOWV QHHG WR EH LQWHUSUHWHG ZLWK
FDXWLRQ
 
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9XRVLN\PPHQLl MDWNXQHHVWD ODDGXNNDDVWD WXWNLPXVW\|VWl KXROLPDWWD ODVWHQ
OHXNHPLDQ V\\WHNLMlW RYDW \Kl VXXUHOWD RVLQ KlPlUlQ SHLWRVVD 6XXULDQQRNVLQHQ
LRQLVRLYD VlWHLO\ RQ \NVL ODVWHQ OHXNHPLDQ K\YLQ WXQQHWXLVWD ULVNLWHNLM|LVWl PXWWD
SLHQWHQ DQQRVWHQ PHUNLW\V RQ HSlVHOYl /XRQQROOLVWD WDXVWDVlWHLO\l ODVWHQ
WLHWRNRQHWRPRJUDILRLWD MD NRUNHLWD VLVlLOPDQ UDGRQSLWRLVXXNVLD RQ WXWNLWWX ODVWHQ
OHXNHPLDQULVNLWHNLM|LQlPXWWDWXWNLPXVWHQWXORNVHWRYDWROOHHWULVWLULLWDLVLDMDQLLVVl
RQKDUYRLQS\VW\WW\WDUNDVWHOHPDDQNDLNNLDNOLLQLVHVWLNLLQQRVWDYLDDODU\KPLlHULNVHHQ
1LLQSl DLKHHQ WXWNLPLQHQ RQ WDUSHHOOLVWD K\|G\QWlHQ ODDGXNDVWD VXRPDODLVWD
UHNLVWHULSRKMDLVWDGDWDDMRVVDRQPXNDQDP\|VNDWWDYDDVXLQKLVWRULDWLHWR
7lPlQ YlLW|VWXWNLPXNVHQ WDYRLWWHHQD ROL DUYLRLGD ODVWHQ OHXNHPLDULVNLl
OXRQQROOLVHVWD WDXVWDVlWHLO\VWl WLHWRNRQHWRPRJUDILRLVWD MD NRUNHLVWD VLVlLOPDQ
UDGRQSLWRLVXXNVLVWD Nl\WWlHQ NRNR PDDQ ODDMXLVWD UHNLVWHULSRKMDLVWD WDSDXV
YHUURNNLDVHWHOPDD 3XQDLVHQ OXX\WLPHQ DQQRVWHQ DUYLRW VXRULWHWWLLQ SDUKDLOOD
WXQQHWXLOOD PHQHWHOPLOOl MD QLLGHQ RQQLVWXPLVWD DUYLRLWLLQ HULNVHHQ 6LVlLOPDQ
UDGRQSLWRLVXXNVLHQ HVWLPRLQWLLQ NHKLWHWWLLQ WLODVWROOLQHQ HQQXVWXVPDOOL
5LVNLDQDO\\VHLVVlNOLLQLVHVWLMDHWLRORJLVHVWLNLLQQRVWDYDWDODU\KPlWDUYLRLWLLQHULNVHHQ
.DWWDYLHQDVXLQKLVWRULRLGHQPHUNLW\VWlDUYLRLWLLQHULNVHHQOXRQQROOLVHQWDXVWDVlWHLO\Q
NRQWHNVWLVVD
.HUlVLPPHNDLNNLDOOHYXRWLDDQDODVWHQOHXNHPLDDQGLDJQRVRLGXWVXRPDODLVHW
ODSVHW DMDOWD ² 1    6\|SlUHNLVWHULVWl +HLOOH YDOLWWLLQ
VDWXQQDLVRWDQQDOOD9lHVW|UHNLVWHULNHVNXNVHVWDNROPLQNHUWDLQHQPllUlVXNXSXROHQMD
V\QW\PlYXRGHQ PXNDDQ \NVLO|NDOWDLVWHWWXMD YHUURNNHMD 6lWHLO\WXUYDNHVNXNVHOWD
VDDWLLQ[NPQHOL|NDUWDWPDDSHUlQOXRQQROOLVHVWDWDXVWDVlWHLO\VWlVHNl7äHUQRE\OLQ
\GLQRQQHWWRPXXGHQ ODVNHXPDVWD 6lWHLO\WXUYDNHVNXV OXRYXWWL OLVlNVL \OL 
VXRPDODLVLVVD DVXQQRLVVD WHKW\l VLVlLOPDQ UDGRQSLWRLVXXGHQ PLWWDXVWD .DLNNL
VlKN|LVHVWL VDDWDYLOOD ROOHHW ODVWHQ WLHWRNRQHWRPRJUDILDWXWNLPXNVHW NHUlWWLLQ
N\PPHQHVWl VXXULPPDVWD VDLUDDODVWD 6lWHLO\DOWLVWXPLQHQ DUYLRLWLLQ K\|G\QWlHQ
NDWWDYLD DVXLQKLVWRULRLWD VDPDOOD KXRPLRLGHQ VHQ VXXUXXWHHQ YDLNXWWDYDW WHNLMlW
$QDO\\VHLVVl Nl\WHWWLLQ NDKGHQ YXRGHQ ODWHQVVLDLNDD 5HJUHVVLRPDOOLHQ YDNLRLQWLD
YDUWHQ NHUlWWLLQ WLHWR VHXUDDYLVWD PDKGROOLVLVWD VHNRLWWDYLVWD WHNLM|LVWl ODSVHQ
V\QW\PlSDLQR lLGLQ UDVNDXGHQ DLNDLQHQ WXSDNRLQWL 'RZQLQ V\QGURRPD
[LL
V\QQ\QQlLVHWHSlPXRGRVWXPDWYDQKHPSLHQVRVLRHNRQRPLQHQDVHPDYDQKHPSLHQ
NRXOXWXVWDVR 7LODVWROOLVHW DQDO\\VLW WRWHXWHWWLLQ Nl\WWlHQ HKGROOLVWD ORJLVWLVWD
UHJUHVVLRWDMDHNVDNWLDHKGROOLVWDORJLVWLVWDUHJUHVVLRWD
+DYDLWVLPPHPDDSHUlQWDXVWDVlWHLO\\QOLLWW\YlQODVWHQOHXNHPLDQULVWLWXORVXKWHHQ
PDUJLQDDOLVHQNRKRDPLVHQ MRNDLVWDSXQDLVHQ OXX\WLPHQDQQRVQRSHXGHQQ6YK
QRXVXD NRKWL 25    /9   /DVWHQ WLHWRNRQHWRPRJUDILRLVWD
SHUlLVLQ ROHYDDQ SXQDLVHQ OXX\WLPHQ VlWHLO\DQQRNVHHQ OLLWW\L NRKRQQXW ODVWHQ
OHXNHPLDQ ULVNL 25 /9 MRNDLVWDP*\DQQRVWDNRKWL
9HUWDVLPPHVLVlLOPDQUDGRQDOWLVWXPLVHQQHOMlQQHNVLlWRLVLLQVDMDHPPHKDYDLQQHHW
WLODVWROOLVHVWLPHUNLWVHYLlHURMDU\KPLHQYlOLOOl5LVWLWXORVXKGHWRLVHOOHQHOMlQQHNVHOOH
ROL/9NROPDQQHOOH/9MDQHOMlQQHOOH
/9
$ODU\KPlDQDO\\VHLVVl KDYDLWVLPPH WDXVWDVlWHLO\Q YDLNXWXNVHQ ROHYDQ
PHUNLWVHYlVWLVXXUHPSLDOOHYXRWLDLGHQ LNlU\KPlVVl25 /9
MRNDLVWDP6YSXQDLVHQOXX\WLPHQDQQRNVHQQRXVXDNRKWL+DYDLWVLPPHP\|V
YLLWWHHOOLVLl WXORNVLD NRUNHDPPDVWD ULVNLVWl WLHWW\\Q JHQHHWWLVHHQ DODU\KPllQ
K\SHUGLSORLGL NXXOXYLOOH SRWLODLOOH /LVlNVL WLHWRNRQHWRPRJUDILRLGHQ MD VLVlLOPDQ
UDGRQSLWRLVXXGHQDLKHXWWDPDWDOWLVWXNVHWDLKHXWWLYDWVXXUHPSLD ULVNHMlQXRULPSLHQ
ODVWHQDNXXWWLLQ%VROXOHXNHPLDDQOLLWW\HQPXWWDQlPlWXORNVHWYDDWLYDWYDUPLVWXNVHQ
LWVHQlLVHOOlDLQHLVWROOD
6LVlLOPDQUDGRQSLWRLVXXNVLHQHQQXVWXVPDOOLVDDYXWWLVHOLW\VDVWHHQSLHQWDORLOOH
MD  VHOLW\VDVWHHQ NHUURVWDORLOOH ORJOLQHDDULVHOOD PDOOLOOD 6DWXQQDLVPHWVlPDOOLW
WRLPLYDWSDUHPPLQMDVDDYXWWLYDWVHOLW\VDVWHHQSLHQWDORLOOHMDVHOLW\VDVWHHQ
NHUURVWDORDVXQQRLOOH .XPSDDQNDDQ OlKHVW\PLVWDSDDQ HL OLLWW\Q\W YRLPDNDVWD
\OLVRYLWWDPLVWDMDRPDOODGDWDOODPDOOHMDYDOLGRLWDHVVDPDOOLWROLYDWYDNDLWD
0HGLDDQLHWlLV\\VWXWNLPXVKHQNLO|LGHQNDKGHQSHUlNNlLVHQDVXQQRQYlOLOOlROL
NPMDHURDVXQQRQVLVlWLORMHQDQQRVQRSHXNVLVVDROLQ6YK3HUlWWlLVWHQDVXQWRMHQ
DQQRVQRSHXGHW NRUUHORLYDW NHVNHQllQ   &,   3HDUVRQ
7DXVWDVlWHLO\SHUlLVHQSXQDLVHQOXX\WLPHQVDDPDQVlWHLO\QDQQRVQRSHXWHHQOLLWW\YlW
ULVWLWXORVXKWHHQ VlLO\LYlW VDPDQ VXXQWDLVLQD WDUNDVWHOWDHVVD DLQRDVWDDQ
WXWNLPXVKHQNLO|LGHQ V\QW\PlDVXQWRD 25      /9   WDL
GLDJQRRVLDVXQWRD 25      /9   PXWWD KLHPDQ VXXUHPSL
ULVWLWXORVXKGHKDYDLWWLLQDQDO\VRLWDHVVDHULNVHHQDODU\KPllMRQNDMlVHQHWHLYlWNRNR
DVXLQKLVWRULDQVDDLNDQDROOHHWDVXQHHWNXLQ\KGHVVlDVXQQRVVD25 /9

[LLL
7XORNVHPPH WXNHYDW NlVLW\VWl HWWl SLHQHWNLQ LRQLVRLYDQ VlWHLO\Q DQQRNVHW RYDW
KDLWDOOLVLD ODSVLOOH MDQRVWDYDW ODVWHQ OHXNHPLDULVNLl$ODU\KPlDQDO\\VHLVVlKDYDLWWLLQ
NRKRQQHLWD ULVNLVXXUHLWD QXRUHPPLOOH DNXXWWLD %VROXOHXNHPLDD VDLUDVWDYLOOH VHNl
K\SHUGLSORLGLVWD OHXNHPLDPXRWRD VDLUDVWDYLOOH PXWWD QlPl WXORNVHW YDDWLYDW
YDKYLVWXNVHQ LWVHQlLVHOOl DLQHLVWROOD 7XORVWHPPH PXNDDQ NDWWDYDD WLHWRD
DVXLQKLVWRULRLVWD RQ VXRVLWWDYD NXQ QH RYDW VDDWDYLOOD +\|G\OOLVLl ULVNLDUYLRLWD
S\VW\WllQNXLWHQNLQPXRGRVWDPDDQNl\WWlHQDLQHLVWRMDMRLVVDRVRLWHWLHGRWUDMRLWWXYDW
GLDJQRRVL WDL V\QW\PlRVRLWWHHVHHQ (URWHQ PXLVWD RVDMXONDLVXLVWD
WLHWRNRQHWRPRJUDILDSHUlLVHQ VlWHLO\DQQRNVHQ ULVNLVXXUHHW ROLYDW VXXUHPSLD NXLQ
-DSDQLQ DWRPLSRPPLWXWNLPXNVLLQ MD DLHPSLLQ MXONDLVXLKLQ SHUXVWXHQ ROL
RGRWHWWDYLVVD 7lPl DLKHXWXL OXXOWDYDVWL RVLWWDLQ VDWXQQDLVYLUKHHVWl PXWWD
WXQWHPDWWRPLHQ VHNl WLHWRNRQHWRPRJUDILDOOH HWWl ODVWHQ OHXNHPLDOOH DOWLVWDYLHQ
WHNLM|LGHQ ROHPDVVDRORD HL S\VW\WW\ Wl\VLQ SRLVVXONHPDDQ /LVlNVL VLVlLOPDQ
UDGRQSLWRLVXXNVLHQ PDOOLQWDPLVHHQ OLLWW\L HSlYDUPXXVWHNLM|LWl MD PDOOLQ DYXOOD
PXRGRVWHWWXMDULVNLDUYLRLWDWXOHHWXONLWDYDURHQ 
[LY

[Y
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/LVWRI)LJXUHV
)LJXUH&KLOGKRRGOHXNHPLDVXFFHVVVWRU\²2YHUDOOVXUYLYDODPRQJFKLOGUHQ
ZLWK$//HQUROOHGLQ&KLOGUHQ·V&DQFHU*URXSDQG&KLOGUHQ·V
2QFRORJ\*URXS&OLQLFDO7ULDOV²$GDSWHGIURP+XQJHU
DQG0XOOLJKDQS
)LJXUH$QQXDODYHUDJHHIIHFWLYHGRVHVLQ)LQODQG0XLNNXHWDOS

)LJXUH,OOXVWUDWLRQRIGLIIHUHQWHQWU\URXWHVIRUUDGRQJDV$GDSWHGIURPDQ
LOOXVWUDWLRQE\1DWXUDO5HVRXUFHV&DQDGD*HRORJLFDO6XUYH\RI
&DQDGDS
)LJXUH)ORZFKDUWLQGLFDWLRQLGHQWLILFDWLRQRIWKHFDVHVDQGFRQWUROVS
)LJXUH7KHHIIHFWLYHGRVHUDWHVLQ)LQODQGRXWGRRUVS
)LJXUH&XPXODWLYHGLVWULEXWLRQIXQFWLRQRIFXPXODWLYH5%0GRVHIURP
WHUUHVWULDOEDFNJURXQGUDGLDWLRQDQG&KHUQRE\OIDOORXWS
)LJXUH6FDWWHUSORWRIFXPXODWLYH5%0GRVHVIRUWKHH[SRVHGVWXG\VXEMHFWV
EDVHGRQ1&,&7DQGOLWHUDWXUHS
)LJXUH7KHSURSRUWLRQVRIYDULDWLRQLQLQGRRUUDGRQFRQFHQWUDWLRQH[SODLQHGE\
GLIIHUHQWSUHGLFWRUVXVLQJDORJOLQHDUSUHGLFWLRQPRGHOS
/LVWRI7DEOHV
7DEOH6LPSOLILHGVXPPDU\RIULVNVWUDWLI\LQJIDFWRUVLQWKH123+2$//WUHDWPHQW
SURWRFRO7RIWHWDOS
7DEOH6WXGLHVRQEDFNJURXQGUDGLDWLRQDQGFKLOGKRRGOHXNHPLDS
[YLLL
7DEOH6WXGLHVRQFRPSXWHUL]HGWRPRJUDSK\VFDQVDQGFKLOGKRRGOHXNHPLDS
7DEOH6WXGLHVRQLQGRRUUDGRQDQGFKLOGKRRGOHXNHPLDZLWKLQGLYLGXDOOHYHOGDWDS
7DEOH7KHFKDUDFWHULVWLFVRIFDVHVDQGFRQWUROVEHIRUHH[FOXVLRQVS
7DEOH8QLYDULDWHFRQGLWLRQDOORJLVWLFUHJUHVVLRQPRGHOVRIWKHSRWHQWLDOFRQIRXQGHUVS

7DEOH&XPXODWLYHGRVHVDQGGRVHUDWHVWR5%0IRUFDVHVDQGFRQWUROVIURPQDWXUDO
EDFNJURXQGUDGLDWLRQDQG&KHUQRE\OIDOORXWS
7DEOH7KHSUHGLFWHGLQGRRUUDGRQH[SRVXUHVS
7DEOH7KHPHGLDQH[SRVXUHVDQGRGGVUDWLRVIRUFRPELQHGJDPPDH[SRVXUHDQGLQGRRU
UDGRQH[SRVXUHS
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$/$5$ $VORZDVUHDVRQDEO\DFKLHYDEOH
$// $FXWHO\PSKREODVWLFOHXNHPLD
$0/ $FXWHP\HORLGOHXNHPLD
&, &RQILGHQFHLQWHUYDO
&// &KURQLFO\PSKRF\WLFOHXNHPLD
&0/ &KURQLFP\HORLGOHXNHPLD
&/,& &KLOGKRRG/HXNHPLD,QWHUQDWLRQDO&RQVRUWLXP
&7 &RPSXWHUL]HGWRPRJUDSK\
'1$ 'HR[\ULERQXFOHLFDFLG
'6 'RZQV\QGURPH
)5(&&/( )LQQLVK 5HJLVWHUEDVHG &DVHFRQWURO VWXG\ RI &KLOGKRRG
OHXNHPLD
,$5& ,QWHUQDWLRQDO$JHQF\IRU5HVHDUFKRQ&DQFHU
,&53 ,QWHUQDWLRQDO&RPPLVVLRQRQ5DGLRORJLFDO3URWHFWLRQ
,45 ,QWHUTXDUWLOHUDQJH
/17 /LQHDUQRWKUHVKROGPRGHO
0, 0XOWLSOHLPSXWDWLRQ
05, 0DJQHWLFUHVRQDQFHLPDJLQJ
1&,&7 1DWLRQDO &DQFHU ,QVWLWXWH GRVLPHWU\ V\VWHP IRU &RPSXWHG
7RPRJUDSK\
25 2GGVUDWLR
3$&6 3LFWXUHDUFKLYLQJDQGFRPPXQLFDWLRQVV\VWHPV
SUH%$// 3UHFXUVRU%FHOODFXWHO\PSKREODVWLFOHXNHPLD
51$ 5LERQXFOHLFDFLG
55 5HODWLYHULVN
5%0 5HGERQHPDUURZ
6,5 6WDQGDUGL]HGLQFLGHQFHUDWLR
678. 5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\
7$// 7FHOODFXWHO\PSKREODVWLFOHXNHPLD
8.&&6 8QLWHG.LQJGRP&KLOGKRRG&DQFHU6WXG\
[[
816&($5 8QLWHG 1DWLRQV 6FLHQWLILF &RPPLWWHH RQ WKH (IIHFWV RI
$WRPLF5DGLDWLRQ
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25,*,1$/38%/,&$7,216
, 1LNNLOl$(UPH6$UYHOD++ROPJUHQ25DLWDQHQ-/RKL2	
$XYLQHQ $  %DFNJURXQG UDGLDWLRQ DQG FKLOGKRRG OHXNHPLD $
QDWLRQZLGH UHJLVWHUEDVHG FDVHFRQWURO VWXG\ ,QWHUQDWLRQDO -RXUQDO RI &DQFHU
YROQRSS
,, 1LNNLOl$.HQGDOO*5DLWDQHQ-6S\FKHU%/RKL2	$XYLQHQ
$  (IIHFWV RI LQFRPSOHWH UHVLGHQWLDO KLVWRULHV RQ VWXGLHV RI
HQYLURQPHQWDO H[SRVXUH ZLWK DSSOLFDWLRQ WR FKLOGKRRG OHXNDHPLD DQG
EDFNJURXQGUDGLDWLRQ(QYLURQPHQWDO5HVHDUFKYROSS
,,,1LNNLOl$5DLWDQHQ-/RKL2	$XYLQHQ$5DGLDWLRQH[SRVXUH
IURP FRPSXWHUL]HG WRPRJUDSK\ DQG ULVN RI FKLOGKRRG OHXNHPLD )LQQLVK
UHJLVWHUEDVHG FDVHFRQWURO VWXG\ RI FKLOGKRRG OHXNHPLD )5(&&/(
+DHPDWRORJLFDYROQRSS
,91LNNLOl$$UYHOD+0HKWRQHQ-5DLWDQHQ-+HLQlQLHPL0/RKL
2 	 $XYLQHQ $  3UHGLFWLQJ UHVLGHQWLDO UDGRQ FRQFHQWUDWLRQV LQ
)LQODQG 0RGHO GHYHORSPHQW YDOLGDWLRQ DQG DSSOLFDWLRQ WR FKLOGKRRG
OHXNHPLD6XEPLWWHGIRUSXEOLFDWLRQ
(TXDOFRQWULEXWLRQV
7KHSHUPLVVLRQVWRUHXVHSXEOLVKHGDUWLFOHVZHUHUHTXHVWHGDQGREWDLQHGIURPWKH
MRXUQDOV·RIILFHV7KHRULJLQDOSXEOLFDWLRQVZLOOEHUHIHUHQFHGODWHULQWKHGLVVHUWDWLRQ
ZLWK5RPDQQXPHUDOV,,9
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 ,1752'8&7,21
 &KLOGKRRGOHXNHPLD
 'HILQLWLRQDQGHSLGHPLRORJ\
7KHILUVWUHSRUWHGSUREDEOHOHXNHPLDFDVHZDVGHVFULEHGLQE\3HWHU&XOOHQEXW
WKH GLVHDVH ZDV EHWWHU FKDUDFWHUL]HG E\ )UHQFK VXUJHRQ $OIUHG 9HOSHDX LQ 
3LOOHU7KHILUVWGLDJQRVLVZDVPDGHE\DQ(QJOLVKPDQ-RKQ%HQQHWWLQ
3LOOHU7KHWHUPOHXNHPLDZDVLQWURGXFHGE\5XGROI9LUFKRZLQDQGLQ
)UDQ]1HXPDQQGLVFRYHUHGWKHOLQNRIWKHGLVHDVHZLWKERQHPDUURZ3LOOHU
)DUEHU UHSRUWHG WKH ILUVW DQWLOHXNHPLF GUXJ DPLQRSWHULQ LQ  )DUEHU
'LDPRQG0HUFHU6\OYHVWHU	:ROII$WWKDWWLPHWKHGLVHDVHZDVIDWDO
/HXNHPLD LV WKH PRVW FRPPRQ PDOLJQDQW GLVHDVH RI FKLOGKRRG 0DGDQDW
+DUMXRMD3RNKUHO.LYLYXRUL	6DDULQHQ3LKNDOD  6WHOLDURYD)RXFKHU HW DO
%DVHGRQGDWDIURPWKH)LQQLVK&DQFHU5HJLVWU\WKHLQFLGHQFHRIFKLOGKRRG
OHXNHPLDLQ)LQODQGKDVKRYHUHGDURXQGQHZFDVHVDQQXDOO\$OVRWKHLQFLGHQFH
LVVOLJKWO\KLJKHULQER\VDVLQRWKHUFRXQWULHV7KHLQFLGHQFHLQGHYHORSHGFRXQWULHV
KDVEHHQUHSRUWHGWREH LQFUHDVLQJVORZO\DQGRYHUDOOD ORZHU LQFLGHQFHKDVEHHQ
UHSRUWHGLQWKH$IULFDQUHJLRQVZKLFKLVOLNHO\SDUWO\GXHWRXQGHUGLDJQRVLVDQGQRQ
V\VWHPDWLFUHJLVWUDWLRQ6WHOLDURYD)RXFKHUHWDO7KHW\SLFDOLQFLGHQFHSHDN
REVHUYHG IRU DJHV  ²  \HDUV LVPLVVLQJ LQ GHYHORSLQJ FRXQWULHV VXJJHVWLQJ WKH
SRVVLELOLW\ RI D FRQWULEXWLRQ RI HWLRORJLFDO IDFWRUV UHODWHG WR HFRQRPLF JURZWK
+UXäiNHWDO
'XHWRLQWHQVLYHUHVHDUFKHIIRUWVWKHPRVWPRGHUQWUHDWPHQWSURWRFROVDOUHDG\
DFKLHYHD\HDUVXUYLYDOUDWHRIRYHUGHSHQGLQJRQWKH$//VXEW\SH7RIWHW
DO,Q)LQODQGIRU\HDUV²WKHRYHUDOOFKLOGKRRGOHXNHPLD\HDU
VXUYLYDOUDWHZDV&,0DGDQDW+DUMXRMD3RNKUHO.LYLYXRUL
	 6DDULQHQ3LKNDOD  7KH PRVW UHFHQW FOLQLFDO UHVHDUFK RQ $// FXUUHQWO\
IRFXVHVRQOHVVFRPPRQVXEW\SHVZLWKSRRUSURJQRVLVDQGDGGUHVVHVWKHORQJDQG
VKRUWWHUPVLGHHIIHFWVRIJLYHQWKHUDSLHVE\PRUHDFFXUDWHVWUDWLILFDWLRQVWUDWHJLHV

DQGLQGLYLGXDOL]DWLRQRIWKHUDS\7RIWHWDO6LPXOWDQHRXVO\WKHQXPEHURI
UHFRJQL]HG GLVWLQFW VXEW\SHV ZLWK WDUJHWDEOH JHQHWLF OHVLRQV LV LQFUHDVLQJ ,QDED
*UHDYHV	0XOOLJKDQ
7KHPRGHUQGHILQLWLRQRI OHXNHPLDFRYHUVDVHWRIPDOLJQDQFLHVWKDWRULJLQDWH
IURP WKH EORRGIRUPLQJ WLVVXH DQG UHVXOW LQ PDVVLYH DFFXPXODWLRQ RI
XQGLIIHUHQWLDWHG DQG FORQDO EODVW FHOOV LQ WKH ERQH PDUURZ :RUOG +HDOWK
2UJDQL]DWLRQ7KLVLQKLELWVWKHQRUPDOSURGXFWLRQDQGIXQFWLRQRIPXOWLSOH
FRPSRQHQWV RI WKH EORRG DQG ERQH PDUURZ UHVXOWLQJ LQ W\SLFDO FOLQLFDO
PDQLIHVWDWLRQV DQG V\PSWRPV QDPHO\ KHSDWRPHJDO\ VSOHQRPHJDO\ SDOORU IHYHU
EUXLVLQJDQGSDLQ&ODUNHHWDO
/HXNHPLD FRQVLVWV RI WZRPDMRU OLQHDJHVZKLFKERWKKDYH DFXWH DQG FKURQLF
IRUPVHYHQWKRXJKFKURQLF OHXNHPLDVDUHUDUH LQFKLOGUHQ+XWWHU,QIDFW
FKURQLFO\PSKRF\WLFOHXNHPLD&//LVQRWVHHQDWDOOLQFKLOGUHQLHWKHRQO\FKURQLF
IRUPVHHQLQFKLOGUHQLVFKURQLFP\HORLGOHXNHPLD&0/6RPHFDVHVDOVRSUHVHQW
ZLWKELOLQHDJHGLVHDVHZLWKDWWULEXWHVIURPERWKP\HORLGDQGO\PSKRLGOLQHDJHV7KH
PRVW FRPPRQ VXEW\SH RI OHXNHPLD LQ FKLOGUHQ LV DFXWH O\PSKREODVWLF OHXNHPLD
$//FRPSULVLQJRIDOOGLDJQRVHV$//FDQEHIXUWKHUGLYLGHGLQWR7FHOODQG
%FHOOOHXNHPLDVRXWRIZKLFK%FHOOOHXNHPLDDQGPRUHVSHFLILFDOO\SUHFXUVRU%FHOO
OHXNHPLDSUH%$//LVWKHPRVWFRPPRQVXEW\SH7KHRWKHUSUHYDOHQWOLQHDJHLV
DFXWHP\HORLG OHXNHPLD $0/ +XWWHU  7KH GLIIHUHQW W\SHV RI FKLOGKRRG
OHXNHPLDKDYHSDUWO\GLIIHUHQWULVNIDFWRUVDQGIRUH[DPSOHLRQL]LQJUDGLDWLRQKDV
EHHQVKRZQWREHDVVRFLDWHGZLWKDKLJKHUULVNRI$0/+VXHWDO
0RGHUQ GLDJQRVWLFV HPSOR\ PXOWLSOH DSSURDFKHV ZKLFK DLP DW PRUH
SHUVRQDOL]HG WKHUDSLHV EDVHG RQ ULVNJURXSLQJ PDLQO\ RQ WKH EDVLV RI WUHDWPHQW
UHVSRQVHDQGJHQHWLFVXEW\SH0RGHUQWUHDWPHQWSURWRFROVUHFRJQL]HDGYHUVHHIIHFWV
WKDWWKHXVHGWKHUDSLHVFDQOHDGWRDQGDLPDWWKHLUPLQLPL]DWLRQ$WGLDJQRVLVERQH
PDUURZVDPSOHVDUHFROOHFWHGDQGFHUHEURVSLQDOIOXLGLVDQDO\]HGWRUXOHRXWSRVVLEOH
FHQWUDO QHUYRXV V\VWHP LQYROYHPHQW 7KH PRUSKRORJ\ RI WKH ERQH PDUURZ LV
REVHUYHGZLWKOLJKWPLFURVFRS\DQGWKHVXUIDFHDQWLJHQVDUHLQYHVWLJDWHGZLWKIORZ
F\WRPHWU\.DU\RW\SLQJRU613SURILOLQJ FDQ UHYHDO DOWHUDWLRQV LQ WKHQXPEHURI
FKURPRVRPHV &ORQHV ZLWK QXPEHUV W\SLFDOO\ H[FHHGLQJ  DQG '1$LQGLFHV
GHR[\ULERQXFOHLFDFLGLQGH[DERYHDUHFDOOHGKLJKK\SHUGLSORLGDQGFHOOVZLWK
WKHQXPEHUEHORZRU'1$LQGLFHVEHORZDUHFDOOHGK\SRGLSORLG3DXOVVRQ
	-RKDQVVRQ6DIDYLHWDO6SHFLILFJHQHWLFDOWHUDWLRQVFDQEHWHVWHGIRU
ZLWKIOXRUHVFHQWLQVLWXK\EULGL]DWLRQRU3&5HJ7(/$0/WUDQVORFDWLRQDQG
FDQ EH LQGLFDWRUV XVHG WR ULVN VWUDWLI\ SDWLHQWV 1H[WJHQHUDWLRQ VHTXHQFLQJ

WHFKQRORJLHV DUH EHFRPLQJ PRUH FRPPRQ DV WKH\ UHYHDO PXOWLSOH DOWHUDWLRQV
VLPXOWDQHRXVO\/HY\	0\HUV
,Q )LQODQG WKH WUHDWPHQW LV EDVHG RQ FROODERUDWLYH 1RUGLF SURWRFROV E\ WKH
1RUGLF6RFLHW\RI3DHGLDWULF+DHPDWRORJ\DQG2QFRORJ\123+2*HQHUDOO\WKH
WUHDWPHQWRI$//FRQVLVWVRILQGXFWLRQFRQVROLGDWLRQGHOD\HGLQWHQVLILFDWLRQDQG
PDLQWHQDQFHSKDVHV$OORJHQLFVWHPFHOOWUDQVSODQWDWLRQLVUHVHUYHGIRUSDWLHQWVZLWK
SRRUWUHDWPHQWUHVSRQVH)RUH[DPSOHWKH123+2$//SURWRFROVWUDWLILHG
SDWLHQWVLQWRWKUHHGLVWLQFWULVNJURXSVVWDQGDUGULVNLQWHUPHGLDWHULVNDQGKLJKULVN
7RIW HW DO  &UDQLRVSLQDO UDGLDWLRQ WKHUDS\ KDV EHHQ XVHG LQ WKH SDVW DV
SURSK\OD[LVRIFHQWUDOQHUYRXVV\VWHP&16 LQYROYHPHQWEXW LWV DGYHUVHHIIHFWV
KDYHRXWZHLJKHGWKHEHQHILWVDQGLWLVQRORQJHUXVHGH[FHSWIRUUDUHUHODSVHG&16
FDVHV0RGHUQWUHDWPHQWVWUDWHJLHVDUHDEOHWRDFKLHYHD\HDUHYHQWIUHHVXUYLYDO
H[FHHGLQJLQWKH\RXQJHVWDJHJURXSV\HDUV7RIWHWDO7KLVLVD
UHPDUNDEOHIHDWDVWKHGLVHDVHZDVXQLYHUVDOO\IDWDOLQWKHVDQGHYHQDGHFDGH
DIWHUWKDW)DUEHUHWDO)LJXUH



)LJXUH &KLOGKRRGOHXNHPLDVXFFHVVVWRU\±2YHUDOOVXUYLYDODPRQJFKLOGUHQZLWK$//HQUROOHGLQ&KLOGUHQ¶V
&DQFHU*URXSDQG&KLOGUHQ¶V2QFRORJ\*URXS&OLQLFDO7ULDOV±$GDSWHGIURP+XQJHU
DQG0XOOLJKDQ


 /HXNHPRJHQHVLV
7KHPRGHUQXQGHUVWDQGLQJRIGHYHORSLQJRYHUWOHXNHPLDVXJJHVWVWKDWWZRVHSDUDWH
KLWVDUHQHHGHG0*UHDYHV,QDEDHWDO,QWKLVFRQWH[WDKLWGHVFULEHV
DQHYHQWOHDGLQJWRZDUGVRYHUWOHXNHPLD7KHILUVWSUHGLVSRVLQJKLWKDSSHQVLQXWHUR
ZKHUHDV WKH VHFRQG RFFXUV GXULQJ FKLOGKRRG OHDGLQJ WR RYHUW GLVHDVH 7KH
XQGHUVWDQGLQJILUVWFDPHIURPVWXGLHVRQPRQR]\JRWLFWZLQVDQGODWHUIURPVWXG\LQJ
*XWKULHFDUGVQHRQDWDOEORRGVSRWVDQGFRUGEORRGVDPSOHV)RUGHWDO*DOH
HWDO0*UHDYHV0)*UHDYHV0DLD:LHPHOV	)RUG0)
*UHDYHV	:LHPHOV0DLDHWDO7KHSUHYDOHQFHRIFHUWDLQSUHGLVSRVLQJ
KLWV KDV EHHQGHEDWHG LQ UHFHQW \HDUV EXW DOVRSURSRUWLRQV DV KLJK DV RI WKH
JHQHUDOSRSXODWLRQKDYHEHHQVXJJHVWHGLQDFRPPRQVXEW\SH(79581;RI
DFXWH O\PSKREODVWLF OHXNHPLD 6FKlIHU HW DO  $OVR RQ DYHUDJH FKLOGKRRG
OHXNHPLDKDVDORZHUQXPEHURIJHQHWLFDOWHUDWLRQVZKHQFRPSDUHGWRW\SLFDODGXOW
WXPRUV 3ULWFKDUG-RQHV 'XH WR WKH ORZHUQXPEHURI DOWHUDWLRQV HDFKRI
WKHPLVUHTXLUHGWRFRQWULEXWHPRUHVWURQJO\WRWKHKDOOPDUNVRIFDQFHU+DQDKDQ	
:HLQEHUJ  5HJDUGOHVV RI WKH LQFUHDVLQJ XQGHUVWDQGLQJ RI WKH GLVHDVH LWV
HWLRORJ\VWLOOUHPDLQVUHODWLYHO\XQNQRZQ(GHQ
7KHUHKDYHEHHQWZRPDMRULQIHFWLRQUHODWHGK\SRWKHVHVIRUWKHGHYHORSPHQWRI
FKLOGKRRGOHXNHPLD.LQOHQLQWURGXFHGDWKHRU\RISRSXODWLRQPL[LQJDVWKHPDMRU
HWLRORJLFDOFRPSRQHQWLQ.LQOHQ+HSURSRVHGWKDWDQDEQRUPDOLQIOX[
RI SHRSOH LQWR DQ LVRODWHG UXUDO VLWH ZRXOG LQWURGXFH WKH QDWLYH UHVLGHQWV WR DQ
XQNQRZQEXUGHQRIVXEFOLQLFDOLQIHFWLRQVZKLFKZRXOGWKHQOHDGWROHXNHPLDDIWHU
LQDSSURSULDWH LPPXQH UHVSRQVH *UHDYHV· GHOD\HG LQIHFWLRQ K\SRWKHVLV ILUVW
SURSRVHGLQSRVWXODWHVWKDWLQWKHDEVHQFHRIWKHH[SHFWHGORDGRILQIHFWLRQV
LQWKHHDUO\FKLOGKRRGDQH[SRVXUHWRFRPPRQLQIHFWLRXVGLVHDVHVODWHULQFKLOGKRRG
PLJKWWULJJHUOHXNHPLDDVDUDUHUHVSRQVH0*UHDYHV*UHDYHV·K\SRWKHVLV
DLPHGWRH[SODLQSDUWLFXODUO\WKHSHDNLQ$//LQFLGHQFHLQHDUO\FKLOGKRRG\HDUV
ROG1HLWKHURIWKHWKHRULHVVXJJHVWVDVSHFLILFSDWKRJHQ
 0RUWDOLW\DQGVXUYLYDO
0XOWLSOHDGYDQFHPHQWVLQWUHDWPHQWDSSURDFKHVRIFKLOGKRRGOHXNHPLDKDYHUHVXOWHG
LQWKHH[FHOOHQWRXWFRPHVRIWRGD\7KHPRVWUHFHQWO\FRPSOHWHG1RUGLFWUHDWPHQW
SURWRFRORI$//UHSRUWHGD\HDURYHUDOOVXUYLYDO26RIIRU\RXQJFKLOGUHQ
RIDJHVIURPRQHWRQLQH7RIWHWDO7KHUHVSHFWLYHHYHQWIUHHVXUYLYDO()6
ZDV)RUFKLOGUHQEHWZHHQDQG\HDUVRIDJHWKHUHVSHFWLYHSHUFHQWDJHV

ZHUHDQG)RU$0/WKHWUHDWPHQWRXWFRPHVDUHORZHUDQGLQFKLOGUHQ
RYHUDOOVXUYLYDOUDWHVRIDURXQGKDYHEHHQUHSRUWHG5XEQLW]5HJDUGOHVV
RIWKHJRRGSURJUHVVUHODSVHGFKLOGKRRGOHXNHPLDLVVWLOOWKHPRVWFRPPRQFDXVH
RIGHDWKIURPFDQFHULQFKLOGUHQXQGHU\HDUVRIDJHLQWKH8QLWHG6WDWHV1JX\HQ
HWDO
0DQ\FOLQLFDODWWULEXWHVRIWKHGLVHDVHDIIHFWWKHSURJQRVLVRIWKHGLVHDVH7DEOH
$FFRUGLQJ WR WKH ODWHVW1RUGLFSURWRFRO DWWULEXWHV OLQNHGZLWKSRRU UHVSRQVH
LQFOXGH KLJKHU DJH DW GLDJQRVLV KLJKHU ZKLWH EORRG FHOO FRXQW DW GLDJQRVLV
K\SRGLSORLG\ .07$UHDUUHQJHPHQW DQG SRRU WUHDWPHQW UHVSRQVH DW HDUO\
WUHDWPHQW+LJKK\SHUGLSORLG\ DQG W(79581;DUH DVVRFLDWHGZLWK D
EHWWHUSURJQRVLV7RIWHWDO

7DEOH $VLPSOLILHGVXPPDU\RIULVNVWUDWLI\LQJIDFWRUVLQWKH123+2$//WUHDWPHQW
SURWRFRO7RIWHWDO

5LVNVWUDWLI\LQJIDFWRU &RQVHTXHQFH
 
7FHOOOLQHDJH

'H[DPHWKDVRQHLQVWHDGRI
SUHGQLVRORQHLQLQGXFWLRQWKHUDS\
+LJKOHXNRF\WHFRXQW!ODWGLDJQRVLV 'H[DPHWKDVRQHLQVWHDGRI
SUHGQLVRORQHLQLQGXFWLRQWKHUDS\
 
.07$JHQHUHDUUDQJHPHQW +LJKULVN
+\SRGLSORLG\ +LJKULVN
!EODVWVLQERQHPDUURZLQGH[DPHWKDVRQHLQGXFWLRQDUPGD\ +LJKULVN
6XERSWLPDO!EODVWVWKHUDS\UHVSRQVHDWWKHHQGRILQGXFWLRQGD\ ,QWHUPHGLDWHULVN+LJKULVN
6XERSWLPDO!EODVWVUHVSRQVHODWHULQWKHWUHDWPHQWGD\ +LJKULVN
 
7&)3%;JHQHIXVLRQ ,QWHUPHGLDWHULVN+LJKULVN
,QWUDFKURPRVRPDODPSOLILFDWLRQRIFKURPRVRPH ,QWHUPHGLDWHULVN+LJKULVN
'LFHQWULFIXVLRQFKURPRVRPHIURPFKURPRVRPHVDQG ,QWHUPHGLDWHULVN+LJKULVN
&HQWUDOQHUYRXVV\VWHPLQYROYHPHQWDIWHULQWUDWKHFDOWKHUDS\ ,QWHUPHGLDWHULVN+LJKULVN
 
 

 ,RQL]LQJUDGLDWLRQ
,RQL]LQJUDGLDWLRQLVGHILQHGDVUDGLDWLRQZLWKVXIILFLHQWHQHUJ\WRGHWDFKHOHFWURQV
IURPWKHRUELWVRIDWRPVRUPROHFXOHV/RVLQJDQHOHFWURQLQHIIHFWJLYHVWKHDWRP
RUPROHFXOHDQHJDWLYHFKDUJHWKHUHE\LRQL]LQJLWDQGPDNLQJLWFRQVLGHUDEO\PRUH

UHDFWLYHLQDGGLWLRQWREUHDNLQJLWVVWUXFWXUH8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHH
RQWKH(IIHFWVRI$WRPLF5DGLDWLRQ
 *DPPDUDGLDWLRQ
*DPPDUDGLDWLRQLVDVXEW\SHRILRQL]LQJUDGLDWLRQ(OHFWURPDJQHWLFUDGLDWLRQZLWK
H[WUHPHO\ KLJK IUHTXHQF\ RU VKRUW ZDYHOHQJWK  P LV GHILQHG DV JDPPD
UDGLDWLRQ 7KH PDVVOHVV SDUWLFOHV SURSDJDWLQJ WKH HIIHFW DUH FDOOHG SKRWRQV
(OHFWURPDJQHWLF UDGLDWLRQ ZLWK VOLJKWO\ ORQJHU ZDYHOHQJWK  P DQG ORZHU
HQHUJ\LVFDOOHG;UD\V*DPPDUDGLDWLRQLVSURGXFHGLQQXFOHDUUHDFWLRQVGHFD\RI
VXEDWRPLFSDUWLFOHVDQGLQUDGLRDFWLYHGHFD\*DPPDUDGLDWLRQKDVKLJKSHQHWUDQFH
DQGWKLFNFRQFUHWHZDOOVRUOHDGSODWHVDUHXVHGDVSURWHFWLRQ,QWHUQDWLRQDO$JHQF\
IRU5HVHDUFKRQ&DQFHU
,QWKLVGLVVHUWDWLRQWKHPDLQVRXUFHRI WHUUHVWULDOEDFNJURXQGJDPPDUDGLDWLRQ
DUH WKH QDWXUDO GHFD\ FKDLQV RI UDGLRDFWLYH QXFOHL LQ WKH VRLO 7KH UDGLXP FKDLQ
SURGXFHVWKHPDMRULW\RIWKHWHUUHVWULDOJDPPDUDGLDWLRQDVLWFRQWDLQVWKH8UDQLXP
 LVRWRSH ZKLFK LV IRXQG DEXQGDQWO\ LQ WKH (DUWK·V FUXVW LQ FRPSDULVRQ WR
LVRWRSHV RI RWKHU GHFD\ FKDLQV $OVR SRWDVVLXP DQG WKRULXP FRQWULEXWH
PDUNHGO\ WR WKH WHUUHVWULDO JDPPD UDGLDWLRQ GRVH UDWH ,QWHUQDWLRQDO $JHQF\ IRU
5HVHDUFKRQ&DQFHU
$ SURSRUWLRQ RI JDPPD UDGLDWLRQ RULJLQDWHV LQ VSDFH DQG LV FDOOHG FRVPLF
UDGLDWLRQ7KHRULJLQRIFRVPLFUDGLDWLRQFDQEHGLYLGHGLQWRWZRFDWHJRULHVVRODU
DQGJDODFWLF7KHDYHUDJHGRVHUDWHRIFRVPLFUDGLDWLRQLQ)LQODQGLVQ6YKDQGLW
LVGHWHUPLQHGPRVWO\E\DOWLWXGHIURPVHDOHYHO$OVRKLJKHUGRVHUDWHVRIFRVPLF
UDGLDWLRQDUHIRXQGLQSRODUDUHDVRIWKH(DUWK,QWHUQDWLRQDO$JHQF\IRU5HVHDUFK
RQ&DQFHU7KHGRVHUDWHVUHPDLQUHODWLYHO\VLPLODUHYHU\ZKHUHLQ)LQODQGGXH
WRWKHVL]HRIWKHFRXQWU\DQGWKHODFNRIYDULDWLRQLQWHUUDLQHOHYDWLRQ0XLNNX%O\
.XUWWLRHWDO
 $OSKDUDGLDWLRQ
$OSKDSDUWLFOHVDUHQXFOHLRIKHOLXPDWRPV7KH\FRQVLVWRIWZRQHXWURQVDQGWZR
SURWRQVHIIHFWLYHO\PDNLQJWKHPSRVLWLYHO\FKDUJHG$OSKDUDGLDWLRQFRQVLVWVRIDOSKD
SDUWLFOHVZKLFKDUHIRUPHGLQDVXEFODVVRIUDGLRDFWLYHGHFD\NQRZQDVDOSKDGHFD\
5DGLRDFWLYHGHFD\LVDSURFHVVZKLFKDOORZVDQXQVWDEOHDWRPLFQXFOHXVWRVWDELOL]H
E\ ORVLQJ HQHUJ\ LQ WKH IRUP RI UDGLDWLRQ &RQWUDU\ WR JDPPD UDGLDWLRQ DOSKD

UDGLDWLRQKDVH[WUHPHO\ORZSHQHWUDQFHDQGRQO\DVKHHWRISDSHULVHQRXJKWREORFN
WKH UDGLDWLRQ2Q WKHRWKHUKDQGDOSKDQXFOHL DUHPXFKPRUHSURQH WR UHOHDVLQJ
WKHLUHQHUJ\LQWRWKHPDWHULDOWKH\LQWHUDFWZLWK,QWHUQDWLRQDO$JHQF\IRU5HVHDUFK
RQ&DQFHU
,QWKHUDGLXPGHFD\FKDLQUDGRQLVDJDVHRXVLVRWRSHZKLFKFDQEHLQKDOHG
DQG WKXV LWV DQG LWVGDXJKWHUQXFOHL·VGHFD\FDQRFFXU LQ WKHDOYHROL0RVWRI WKH
GHSRVLWHGHQHUJ\RULJLQDWHVIURPWZRGDXJKWHUQXFOHLRIUDGRQDQGDUHFDOOHG
SRORQLXP DQG SRORQLXP 7KH HQHUJ\ IURP LQKDOHG UDGRQ LV PDLQO\
GHSRVLWHG WR WKH OXQJVDQGRUJDQGRVHVRIRWKHU WLVVXHVDUHQRWDVKLJK ,Q WRWDO
LQKDOHGUDGRQLVWKHPDMRUVRXUFHRIDOSKDUDGLDWLRQLQ)LQODQG0XLNNX%O\
.XUWWLRHWDO
 ,RQL]LQJUDGLDWLRQDVDFDUFLQRJHQ
,QJHQHUDOH[SRVXUHWRLRQL]LQJUDGLDWLRQKDVEHHQDVVRFLDWHGZLWKPXOWLSOHDGYHUVH
KHDOWKHIIHFWV$XQLIRUPGRVHRI*\ZLOOEHOHWKDOLQGD\VWRKDOIRIWKHDGXOW
SRSXODWLRQ,&53'HWHUPLQLVWLFDOO\KLJKGRVHVRILRQL]LQJUDGLDWLRQFDXVHLQ
DWLPHVFDOHRIKRXUVWRZHHNVIRUH[DPSOHHU\WKHPDDQGPXFRVLWLV7KHVHHIIHFWV
DUH NQRZQ DV WLVVXH UHDFWLRQV /DWH UHDFWLRQV IURP QRQOHWKDO GRVHV RFFXUULQJ
PRQWKV IURP H[SRVXUH LQFOXGH GHUPDO QHFURVLV YDVFXODU RFFOXVLRQV FKURQLF
LQIHFWLRQV DQG LQWHVWLQDO XOFHUDWLRQV %\ FRQWUDVW WKHVH HIIHFWV DUH NQRZQ DV
VWRFKDVWLFHIIHFWVRILRQL]LQJUDGLDWLRQ7KHVHYHULW\DQGRFFXUUHQFHRIV\PSWRPVLV
GHILQHGODUJHO\E\WKHUHFHLYHGUDGLDWLRQGRVH
6WHPFHOOVRIUHJHQHUDWLQJWLVVXHVDUHQRWDEOHWRPDLQWDLQPLWRWLFDFWLYLW\DQGWKH
PRUHGLIIHUHQWLDWHGFHOOVDUHGHSOHWHG$VDUHVXOWUDSLGO\UHJHQHUDWLQJWLVVXHVVXIIHU
PRVW 'HWHUPLQLVWLFDOO\ LRQL]LQJ UDGLDWLRQ LV DOVR DVVRFLDWHG ZLWK V\QGURPHV
LQFOXGLQJ VWHULOLW\ VNLQ EXUQV KDLU ORVV FDWDUDFW SQHXPRQLWLV ERQH PDUURZ
V\QGURPHDQGJDVWURLQWHVWLQDO V\QGURPH6WRFKDVWLFDOO\ LQ DGGLWLRQ WRPDOLJQDQW
GLVHDVHV WKHUH DUH UHVXOWV WKDW VKRZ VWDWLVWLFDO HYLGHQFH IRU KHDUW GLVHDVH VWURNH
GLJHVWLYHGLVRUGHUVDQGUHVSLUDWRU\GLVHDVHVIURPORZHUGRVHVRILRQL]LQJUDGLDWLRQ
,&53
,Q JHQHWLF DQDO\VHV WKH PXWDWLRQDO ILQJHUSULQW RI LRQL]LQJ UDGLDWLRQ KDV EHHQ
HOXVLYHWRFDSWXUH7KHUHDSSHDUWREHQRVSHFLILFVLWHVZKHUHWKHGDPDJHRFFXUVLQ
WKHFKURPDWLQKRZHYHULWKDVEHHQVXJJHVWHGWKDWLRQL]LQJUDGLDWLRQFRXOGUHVXOWLQ
GRXEOH VWUDQG EUHDN '6% FOXVWHUV WKDW FRXOG EH GLIIHUHQWLDWHG IURP FOXVWHUV
UHVXOWLQJIURPRWKHUR[LGDWLYHVWUHVV 6FKLSOHUHWDO,RQL]LQJUDGLDWLRQKDV

EHHQUHIHUUHGWRDV¶WKHSHUIHFWFDUFLQRJHQ·DVLWKDVEHHQIRXQGWRSURPRWHHYHU\
VWDJHRIFDQFHUGHYHORSPHQW7KRXJKWKHDVVRFLDWLRQEHWZHHQKLJKGRVHVRILRQL]LQJ
UDGLDWLRQ DQG OHXNHPLD LV XQGLVSXWHG EXW WKH VLJQLILFDQFH RI ORZGRVH LRQL]LQJ
UDGLDWLRQVWLOOUHPDLQVXQFOHDU+VXHWDO
,QJHQHUDOWKHFDUFLQRJHQLFLW\RILRQL]LQJUDGLDWLRQFDQEHGLYLGHGLQWRGLUHFWDQG
LQGLUHFW KDUPIXO HIIHFWV ,QWHUQDWLRQDO $JHQF\ IRU 5HVHDUFK RQ &DQFHU 
,QGLUHFWGDPDJHWR'1$FDQRFFXUE\JHQHUDWLRQRIIUHHUDGLFDOVH[WUHPHO\UHDFWLYH
FKDUJHGFKHPLFDOFRPSRXQGVWKDWDUHDEOHWRLQWHUDFWZLWKLQWUDFHOOXODUPROHFXOHV
LQFOXGLQJFKURPDWLQFDXVLQJGDPDJHWR'1$DQGLWVVXSSRUWLQJVWUXFWXUHV'LUHFWO\
LRQL]LQJUDGLDWLRQFDQDOVROHDGWRGRXEOHVWUDQGEUHDNVZKLFKFDQEHUHSDLUHGZLWK
DFHOOXODUSURFHVVFDOOHGQRQKRPRORJRXVHQGMRLQLQJ1HYHUWKHOHVVGRXEOHVWUDQG
EUHDNVFDQUHVXOWLQWUDQVORFDWLRQVDQGLRQL]LQJUDGLDWLRQKDVEHHQIRXQGWRGLUHFWO\
FDXVH WUDQVORFDWLRQV 5HLV]%DQVDO4LDQ=KDR	)XUGXL6LJXUGVRQHWDO
7UDQVORFDWLRQV DUH D NQRZQPDUNHU RI UDGLDWLRQ H[SRVXUH DQG/LWWOH HW DO
VXJJHVWHGWKDWWUDQVORFDWLRQIUHTXHQF\DQDO\VHVFRXOGRIIHU LQGHSHQGHQWHVWLPDWHV
RIH[SRVXUHWRLRQL]LQJUDGLDWLRQDOOWKHZD\GRZQWRGRVHVRIP6Y/LWWOHHWDO
 $OVR E\VWDQGHU FHOOV KDYH EHHQ IRXQG WR H[SHULHQFH VWUHVV IURP LRQL]LQJ
UDGLDWLRQKLWWLQJQHLJKERULQJFHOOVDQG$]]DPHWDOUHSRUWWKDWPLWRFKRQGULDO'1$
LVDOVRDWULVNDQGGDPDJHVWRLWPLJKWH[SODLQGHOD\HGRXWFRPHVRILRQL]LQJUDGLDWLRQ
$]]DP-D\*HULQ	3DLQ
 5DGLDWLRQGRVH
 3ULQFLSOHVRIGRVHFDOFXODWLRQV
5DGLRDFWLYLW\FDQEHUHSUHVHQWHGDVWKHQXPEHURIGHFD\VLQDXQLWRIWLPH7KHXQLW
RIDFWLYLW\ LV%HFTXHUHO%T V7KHEDVHRIGRVHFDOFXODWLRQVLVWKHDEVRUEHG
GRVHZKLFKLVWKHDPRXQWRIHQHUJ\DEVRUEHGE\DJLYHQPDVV7KHXQLWRIDEVRUEHG
GRVHLV*UD\*\ -NJ,QWHUQDWLRQDO$JHQF\IRU5HVHDUFKRQ&DQFHU
$JLYHQDEVRUEHGGRVHKDVGLIIHUHQWELRORJLFDOHIIHFWVGHWHUPLQHGE\WKHW\SHRI
UDGLDWLRQWKDWFDUULHVWKHHQHUJ\7KHVDPHDEVRUEHGGRVHIURPDOSKDUDGLDWLRQLV
IRU H[DPSOH WZHQW\ WLPHV DV HIIHFWLYH DV WKH VDPH GRVH IURP JDPPD UDGLDWLRQ
DFFRUGLQJ WR WKH ,QWHUQDWLRQDO &RPPLVVLRQ RQ 5DGLRORJLFDO 3URWHFWLRQ ,&53
:KHQWKHELRORJLFDOHIIHFWRIGLIIHUHQWUDGLDWLRQW\SHVLVWDNHQLQWRFRQVLGHUDWLRQE\
DVHWRIFRHIILFLHQWVIRUGLIIHUHQWUDGLDWLRQW\SHVDTXDQWLW\FDOOHGHTXLYDOHQWGRVHLV
IRUPHG7KHXQLWRIHTXLYDOHQWGRVHLVWKH6LHYHUW6Y -NJ,&53

,QDGGLWLRQWRWKHW\SHRILRQL]LQJUDGLDWLRQDOVRWKHWLVVXHUHFHLYLQJWKHHQHUJ\
EHDUV VLJQLILFDQFH 7KH VHQVLWLYLW\ RI GLIIHUHQW RUJDQV FDQ EH ZHLJKHG ZLWK
FRHIILFLHQWVVXPPLQJWRRQHEDVHGRQWKHLUUDGLRVHQVLWLYLW\)RUH[DPSOHDJLYHQ
HTXLYDOHQW GRVH WR UHG ERQH PDUURZ  LV ZHLJKWHG DV WZHOYH WLPHV PRUH
GDPDJLQJ WKDQ WKHVDPHGRVH WR WKHVNLQ $ZHLJKWHGDYHUDJHRIGLIIHUHQW
RUJDQ GRVHV FDQ EH XVHG WR GHVFULEH WKH WRWDO HIIHFW WKH UDGLDWLRQ KDV RQ WKH
LQGLYLGXDO7KLVTXDQWLW\LVFDOOHGWKHHIIHFWLYHGRVHDQGLWVXQLWLVDOVR6LHYHUW6Y 
-NJ,&53
,WLVDOVRQHFHVVDU\WRGHILQHDTXDQWLW\WRUHSUHVHQWWKHUDWHRIGRVHDFFXPXODWLRQ
'RVHUDWHVDUHGHILQHGDVWKHGRVHUHFHLYHGGXULQJDJLYHQXQLWRIWLPH7KHGRVH
UDWHVFDQEHXVHGVLPLODUO\IRUDOOGRVHTXDQWLWLHVDEVRUEHGHTXLYDOHQWDQGHIIHFWLYH
:KHQGHVFULELQJH[SRVXUH WR UHVLGHQWLDO UDGRQFRQFHQWUDWLRQV WKHTXDQWLW\RI
LQWHUHVWLVGHILQHGDVDFRQFHQWUDWLRQ,WUHSUHVHQWVWKHDFWLYLW\SHUXQLWRIYROXPH
%TP 7KLV TXDQWLW\ LV DQDORJRXV WR WKH GRVH UDWHV 7R GHVFULEH FXPXODWLYH
H[SRVXUHWRUHVLGHQWLDOUDGRQWKHFRQFHQWUDWLRQLVLQWHJUDWHGRYHUWLPH%TPÃV
 'RVHWRWKHUHGERQHPDUURZ
7KHPDLQVLWHRILQWHUHVWUHJDUGLQJOHXNHPRJHQHVLVLVWKHUHGERQHPDUURZ5%0
DQGWKXVLQRXUVWXGLHVWKHTXDQWLW\RILQWHUHVWLVWKHRUJDQGRVHWRWKH5%07KH
VWXGLHGEDFNJURXQGUDGLDWLRQDQGUDGLDWLRQIURPFRPSXWHUL]HGWRPRJUDSK\VFDQV
&7FRQVLVWRIJDPPDUDGLDWLRQSURSDJDWLQJTXLWHIUHHO\WKURXJKDOOWLVVXHVZKHUHDV
WKH GRVH IURP LQKDOHG UDGRQ LV GHSRVLWHGSULPDULO\ WR OXQJV DQG WKH DFWLYH ERQH
PDUURZGRHVQRWUHFHLYHDVPXFKUDGLDWLRQIURPWKDWVRXUFH+RZHYHUUHJDUGLQJ
LQGRRU UDGRQ WKH GRVH WR O\PSKDWLF FHOOV LQ SXOPRQDU\ WLVVXH KDV DOVR EHHQ
VXJJHVWHGE\RQO\IHZUHVHDUFKHUVWREHKDUPIXO+DUOH\	5REELQV7KH
5%0GRVHVIURPGLIIHUHQWW\SHVDQGVRXUFHVRIUDGLDWLRQKDYHEHHQPRGHOOHGZLWK
KXPDQSKDQWRPV 6WRYDOO HW DO 0XOWLSOHSKDQWRPVDUH UHTXLUHG VLQFH WKH
YROXPHDQGWKHORFDWLRQRI5%0LQERWKPDOHVDQGIHPDOHVFKDQJHDVDIXQFWLRQ
RI DJH $OVR WKH DPRXQW FRQVLVWHQFH DQG GLVWULEXWLRQ RI RWKHU VKLHOGLQJ WLVVXHV
FKDQJHZLWKDJH,QDGGLWLRQWKHW\SHRILRQL]LQJUDGLDWLRQHJJDPPDYVDOSKD
QHHGVWREHWDNHQLQWRFRQVLGHUDWLRQ
&RPSXWHUL]HGWRPRJUDSK\LVDPHDQVRIPHGLFDOLPDJLQJGHSHQGHQWRQLRQL]LQJ
UDGLDWLRQ,WXVHVDVHULHVRI;UD\PHDVXUHPHQWVIURPPXOWLSOHDQJOHVWRSURGXFH
WUDGLWLRQDOO\DVHULHVRIFURVVVHFWLRQDOUHSUHVHQWDWLRQVRIWKHWDUJHWWLVVXH7KH5%0
GRVHVIURPSHGLDWULFFRPSXWHUL]HGWRPRJUDSK\VFDQVKDYHEHHQPRGHOOHGZLWK'
PRGHOVDQGVRIWZDUHEDVHGDSSURDFKHVKDYHSURYHQ WREHDFFXUDWHDQG WKHPRVW

UHFHQWZLGHO\ DYDLODEOH VRIWZDUHZLWK VXIILFLHQW FDSDELOLWLHV LV1&,&7 /HH.LP
%ROFK0RUR]	)ROLR)RUHVWLPDWLRQWKHPDQXIDFWXUHUDQGPRGHORIWKH
VFDQQHUDUHUHTXLUHGDORQJVLGHRWKHUVFDQQLQJSDUDPHWHUV,Q)LQODQGWKHVFDQQLQJ
SDUDPHWHUV DUH DGMXVWHG E\ KRVSLWDO SK\VLFLVWV ORFDOO\ WR EDODQFH VXIILFLHQW LPDJH
TXDOLW\DQGUHFHLYHGGRVH7KHIDFWWKDWWKHVFDQQLQJSDUDPHWHUVDUHQRWVWDQGDUGL]HG
EHWZHHQ GLIIHUHQW LPDJLQJ VLWHV SRVHV D FKDOOHQJH LQ GRVH HVWLPDWLRQV $OVR
QRZDGD\V &7 VFDQQHUV KDYH VSHFLILF SHGLDWULF VHWWLQJV WR PLQLPL]H H[SRVXUH WR
LRQL]LQJ UDGLDWLRQ DQG SULRU WR WKHLU H[LVWHQFH WKH GRVHV WR FKLOGUHQ ZHUH
FRQVLGHUDEO\KLJKHU.LPHWDO,QUHFHQW\HDUVDSSUR[LPDWHO\DIWHU\HDU
)LQQLVKKRVSLWDOVKDYHVWDUWHGWRUHFRUGLPDJLQJVWXGLHVHOHFWURQLFDOO\LQWRSLFWXUH
DUFKLYLQJ DQG FRPPXQLFDWLQJ V\VWHPV 3$&6 DQG W\SLFDOO\ LQIRUPDWLRQ RQ WKH
GRVHVLVUHFRUGHGDVZHOO
5HJDUGLQJ5%0GRVHVIURPWHUUHVWULDOEDFNJURXQGUDGLDWLRQWKHIDFWWKDWLQGRRU
GRVHUDWHVGLIIHUIURPRXWGRRUGRVHUDWHVDWWKHVDPHORFDWLRQQHHGVWREHWDNHQLQWR
FRQVLGHUDWLRQ7KH LQGRRUGRVHUDWHVDUHDIIHFWHGE\WKHVKLHOGLQJRI WKHEXLOGLQJ
PDWHULDOV EXW RQ WKH RWKHU KDQG WKH EXLOGLQJPDWHULDOV WKHPVHOYHV HPLW JDPPD
UDGLDWLRQ LI WKH\ FRQVLVW RI URFNEDVHGPDWHULDOV $UYHOD +\Y|QHQ /HPPHOl	
&DVWUpQ5RFNEDVHGEXLOGLQJPDWHULDOVDUHEXLOWIURPUDZPDWHULDOVIURPWKH
VDPHDUHDDQGWKXVWKHGRVHUDWHLQWKHDUHDZRXOGUHSUHVHQWWKHGRVHUDWHHPLWWHG
IURPWKHURFNEDVHGEXLOGLQJPDWHULDOVLQWKHDUHD$OVRWKHRFFXSDQF\SURSRUWLRQ
RIWLPHVSHQWLQGRRUVQHHGVWREHPRGHOOHGDVWKHGRVHUDWHVDUHGLIIHUHQWLQGRRUV
DQGRXWGRRUV:RUOGZLGHHVWLPDWHVDUHUHSRUWHGE\WKH8QLWHG1DWLRQV6FLHQWLILF
&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ816&($5EXWQDWLRQDOHVWLPDWHV
KDYH DOVR EHHQ SXEOLVKHG 0lNHOlLQHQ 0RLVLR 5HLVEDFND 	 7XUWLDLQHQ 
8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQ WKH(IIHFWVRI$WRPLF5DGLDWLRQ 
7KHFRQYHUVLRQRIDEVRUEHGGRVHUDWHWRHTXLYDOHQW5%0GRVHUDWHUHTXLUHVGDWDRQ
WKHVXEMHFWV·DJH WRPRGHO WKHSURSRUWLRQDQG ORFDWLRQRI5%0.HQGDOO)HOO	
+DUULVRQ
7KH5%0GRVHIURPLQGRRUUDGRQKDVQRWEHHQUHSRUWHGLQUHFHQWVWXGLHVDVWKH
HVWLPDWLRQLQYROYHVPDUNHGXQFHUWDLQWLHV'HO5LVFR.ROOHUXG%ODDVDDV	&ODXVVHQ
+DXULHWDO5DDVFKRX1LHOVHQHWDO6WXGLHVKDYHPRVWO\UHSRUWHG
HVWLPDWHV EDVHG RQ DYHUDJH LQGRRU UDGRQ FRQFHQWUDWLRQ RU LWV WLPHLQWHJUDO
UHSUHVHQWLQJFXPXODWLYHH[SRVXUH(IIRUWVWRGHYHORSPHWKRGVWRTXDQWLI\WKH5%0
GRVH IURP LQKDOHG UDGRQ KDYH EHHQPDGH +DUOH\	 5REELQV  .HQGDOO 	
6PLWK5LFKDUGVRQ(DWRXJK	+HQVKDZ,QIDFWUDGRQLWVHOILVDOPRVW
FRPSOHWHO\H[KDOHGEXWLWVGDXJKWHUQXFOHL3RDQG3RZLWKVLJQLILFDQWO\
VKRUWHUKDOIOLYHVGHFD\LQWKHOXQJV$OVRWKHSRORQLXPDWRPVFOLQJWRGXVWSDUWLFOHV

GXHWREHLQJPRUHHOHFWULFDOO\FKDUJHGDQGWKXVJHWLQKDOHGLQWRWKHOXQJVLQODUJHU
TXDQWLWLHV1DWLRQDO5HVHDUFK&RXQFLO:RUOG+HDOWK2UJDQL]DWLRQ

 $YHUDJHGRVHVLQ)LQODQG
7KH DYHUDJH DQQXDO UDGLDWLRQ GRVH LQ )LQODQG KDV EHHQ HVWLPDWHG E\ 678. ²
5DGLDWLRQ DQG 1XFOHDU 6DIHW\ $XWKRULW\ DW UHJXODU LQWHUYDOV ,Q WKHLU ODWHVW
SXEOLFDWLRQWKH\UHSRUWHGDQDQQXDODYHUDJHHIIHFWLYHGRVHRIP6Y0XLNNX%O\
/DKWLQHQHWDO)LJXUH2YHUKDOIRIWKLVGRVHLVIURPDQDOSKDHPLWWHU
UHVLGHQWLDOUDGRQ5DGLDWLRQIURPWHUUDLQDQGURFNEDVHGEXLOGLQJPDWHULDOVLVHTXDO
WRP6YDQGFRVPLFUDGLDWLRQLQUHODWLYHO\IODW)LQODQGKDVWKHHIIHFWLYHGRVHRI
P6Y,QJHVWHGUDGLRDFWLYHHOHPHQWVFRQWULEXWHDGRVHRIP6Y7KHODUJHVW
PDQPDGHSDUWLVLDWURJHQLFP6Y7KHVORZO\GLVDSSHDULQJGRVHUHVXOWLQJIURP
WKH&KHUQRE\OQXFOHDUDFFLGHQWIDOORXWZDVDSSUR[LPDWHO\P6Y0XLNNX%O\
/DKWLQHQHWDO

)LJXUH $QQXDODYHUDJHHIIHFWLYHGRVHVLQ)LQODQG0XLNNXHWDO


7KHZRUOGZLGHDQQXDODYHUDJHGRVHUHSRUWHGE\816&($5LQZDVP6Y
$VOLJKWO\ORZHUGRVHZDVUHSRUWHGIRULQGRRUUDGRQP6YZKHQFRPSDUHGWR
WKH DYHUDJH GRVH IURP LQKDOHG UDGRQ LQ )LQODQG 8QLWHG 1DWLRQV 6FLHQWLILF
&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ7KHPHDVXUHGLQGRRUUDGRQ
FRQFHQWUDWLRQV LQ )LQODQG DUH YHU\ KLJK LQ FRPSDULVRQ WR RWKHU FRXQWULHV DQG
FRQFHQWUDWLRQV DERYH  %TP KDYH DOVR EHHQ PHDVXUHG 7KH DYHUDJH
FRQFHQWUDWLRQLQ)LQODQGLV%TP,Q(XURSHKLJKDYHUDJHFRQFHQWUDWLRQVDUH
IRXQGDOVRLQWKH&]HFK5HSXEOLF%TP$OEDQLD%TPDQG(VWRQLD
%TP DV HVSHFLDOO\ ORZ YDOXHV DUH IRXQG LQ WKH1HWKHUODQGV %TP
8QLWHG .LQJGRP  %TP DQG &\SUXV  %TP 8QLWHG 1DWLRQV 6FLHQWLILF
&RPPLWWHH RQ WKH (IIHFWV RI $WRPLF 5DGLDWLRQ  7KH ZRUOGZLGH DQQXDO
DYHUDJHGRVHIURPUDGLRORJLFDOVWXGLHVZDVDOPRVWKLJKHUP6YWKDQWKH
)LQQLVKDYHUDJH7KHQXPEHURI&7VFDQQHUVLQ)LQODQGSHUPLOOLRQSRSXODWLRQLV
UHODWLYHO\ORZLQFRPSDULVRQWRRWKHUGHYHORSHGFRXQWULHVVXFKDV-DSDQ
8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ
7KHLQGLFDWLRQVHVSHFLDOO\IRUSHGLDWULFUDGLRORJLFDOLPDJLQJVWXGLHVKDYHEHHQVWULFW
LQ)LQODQGDQGDVKLIWWRZDUGVPDJQHWLFUHVRQDQFHLPDJLQJZKLFKGRHVQRWXWLOL]H
LRQL]LQJ UDGLDWLRQ VWDUWHG DURXQG WKH \HDU  LQ )LQODQG 6XXWDUL  $Q
RQJRLQJGHEDWHRQWKHQXPEHURIXQQHFHVVDU\UDGLRORJLFDOVWXGLHVRQFKLOGUHQKDV
SUREDEO\FRQWULEXWHGWRLQFUHDVHLQWKHXVHRIPDJQHWLFUHVRQDQFHLPDJLQJ05,
2UHQ.HEHEHZ	,RDQQLGLV

 5(9,(:2)7+(/,7(5$785(
 (WLRORJ\RIFKLOGKRRGOHXNHPLD
7KH SLRQHHULQJ VWXGLHV RQ WKH HWLRORJ\ RI FKLOGKRRG OHXNHPLD LQFOXGH WKH WZLQ
VWXGLHVDQGWKHVWXGLHVQHRQDWDOEORRGVSRWVWKDWIRUWKHILUVWWLPHVKHGOLJKWRQWKH
LQLWLDWLQJJHQHWLFHYHQWVRIWKHGLVHDVH0*UHDYHV,QDEDHWDO$OVRD
SOHWKRUDRIGLIIHUHQWHQYLURQPHQWDOULVNIDFWRUVIURPHOHFWURPDJQHWLFILHOGVWRIRODWH
GHILFLHQF\KDYHEHHQVXJJHVWHGDQGH[SORUHGWRGDWHEXWVWLOORQO\IHZKDYHEHHQ
FRQILUPHG (GHQ  6WURQJ HYLGHQFH H[LVWV IRU KLJKGRVH LRQL]LQJ UDGLDWLRQ
FHUWDLQ FKHPRWKHUDS\ DJHQWV DQGEHQ]HQH +VXHW DO 3XL	5HOOLQJ
&DUORV:DOODFH=KDQJ6PLWK5DGHU	6WHLQPDXV)XUWKHUPRUHDEQRUPDO
LPPXQRORJLFDOUHVSRQVHWRFRPPRQLQIHFWLRXVDJHQWVDSSHDUVWREHRILPSRUWDQFH
IRU WUDQVIRUPLQJ SUHOHXNHPLF O\PSKRF\WHV LQWR RYHUW GLVHDVH *UHDYHV 
.LQOHQ
 ,RQL]LQJUDGLDWLRQ
+LJKGRVHVRILRQL]LQJUDGLDWLRQKDYHEHHQV\VWHPDWLFDOO\DQGVWURQJO\OLQNHGWRWKH
JHQHVLV RI FKLOGKRRG OHXNHPLD 7KH PHWLFXORXVO\ UHSRUWHG VWXGLHV RQ -DSDQHVH
DWRPLFERPEVXUYLYRUVIRUWKHIXOOFRKRUWVKRZFOHDUWUHQGVIRUERWKGRVHDQGDJH
DW H[SRVXUH KLJKHU GRVHV DQG \RXQJHU FKLOGUHQ EHLQJ DVVRFLDWHG ZLWK KLJKHU
OHXNHPLDULVN+VXHWDO)RUWKHFDVHVRIDJHVEHWZHHQDQG\HDUVIRUD
GRVHRIP*\+VXHWDOUHSRUWHGD55RI&,IRUDQ\
OHXNHPLD H[FOXGLQJ FKURQLF O\PSKREODVWLF OHXNHPLDV DQG DGXOW 7FHOO OHXNHPLDV
%DVHGRQWKHLUDQDO\VHVDVOLJKWO\FRQFDYHGRVHUHVSRQVHIXQFWLRQDSSHDUHGWRILWWKH
ULVNEHWWHUWKDQDOLQHDUQRWKUHVKROGPRGHO/17+VXHWDO$UHFHQWUHYLHZ
E\%RXOWRQFRYHUHGWKHVXEMHFWDFFXUDWHO\DQGLWFRQFOXGHVWKDW´ H[SRVXUHWRLRQL]LQJ
UDGLDWLRQLVDQHVWDEOLVKHGKD]DUGEXWLWLVGLIILFXOWWRJDXJHWKHSUHFLVHULVNDWOHVV
WKDQ P6Yµ %RXOWRQ  ,Q D SRROHG DQDO\VLV RI VHYHQ KLVWRULFDO FRKRUW
VWXGLHVDVLJQLILFDQWGRVHUHVSRQVHZDVIRXQGIRUGRVHVEHORZP*\IRU$//LQ
VXEMHFWVXQGHUWKHDJHRI\HDUV/LWWOHHWDO

8VLQJDFDVHFRQWUROGHVLJQ6WHYHQVHWDOVWXGLHGWKHQXFOHDUIDOORXWLQWKH8WDK
DUHD DQG WKH\ UHSRUW KLJKHVW H[FHVV ULVNV IRU VXEMHFWV XQGHU  \HDUV RI DJH DW
H[SRVXUH8VLQJWKHVXEVHWRIVXEMHFWVZLWKGRVHVXQGHUP*\DVWKHUHIHUHQFH
JURXSWKH\UHSRUWIRUDFXWH OHXNHPLDVDQ25RI&,IRUWKH
FDWHJRU\ ZLWK WKH KLJKHVW H[SRVXUH ! P*\ DQG LQ VXEJURXS DQDO\VHV WKH\
REVHUYHGKLJKHUHVWLPDWHVUHODWHGWR WKH\RXQJHVWDJHV 6WHYHQVHWDO7KH
&KHUQRE\O IDOORXW KDV EHHQ WKRURXJKO\ VWXGLHG EXW QR FRQVLVWHQW LQFUHDVH LQ
FKLOGKRRGOHXNHPLDKDVEHHQUHSRUWHGLQ)LQODQGDQGWKHHIIHFWZDVVKRZQWREH
OLPLWHG WR DPD[LPXPRIHLJKW H[FHVV FDVHVEDVHGRQ WKHXSSHUFRQILGHQFH
LQWHUYDO$XYLQHQHWDO,QDQXSGDWHGSXEOLFDWLRQ$XYLQHQHWDOVWDWHWKDW
WKH\ODFNHGVXIILFLHQWVWDWLVWLFDOSRZHUWRDQDO\]HFKLOGUHQVHSDUDWHO\$XYLQHQHWDO
,QD8NUDLQLDQVWXG\DQ LQFUHDVHGULVN 25 &,IRUD
FRPSDULVRQ RI  P*\ DQG !P*\ GRVHV IRU ²\HDUROG FKLOGUHQ ZDV
REVHUYHG 1RVKFKHQNR %RQGDU 	'UR]GRYD  +RZHYHU WKH UHVXOWV KDYH
EHHQVXJJHVWHGWREHGULYHQSDUWO\E\VDPSOLQJELDVDVVLPLODUWUHQGVZHUHQRWVHHQ
LQ%HODUXVRU5XVVLD$816&($5UHSRUWDOVRFRQFOXGHVWKDWDVQRHYLGHQWULVNZDV
SUHVHQW LQ GLUHFWO\ QHLJKERULQJ DUHDV VWXGLHV RI OHXNHPLD DW JUHDWHU GLVWDQFHV DUH
XQOLNHO\ WR SURYLGH DGGLWLRQDO XVHIXO LQIRUPDWLRQ 8QLWHG 1DWLRQV 6FLHQWLILF
&RPPLWWHH RQ WKH (IIHFWV RI $WRPLF 5DGLDWLRQ  $ UHFHQW VWXG\ RQ WKH
8NUDLQLDQ FOHDQXS ZRUNHUV DGXOW SRSXODWLRQ UHSRUWHG HOHYDWHG 6,5V IRU WKH
FRPELQHGFDWHJRU\RIO\PSKRPDVDQGOHXNHPLDV%D]\NDHWDO
7KHYLFLQLW\RIQXFOHDUSODQWVKDVEHHQVWXGLHGH[WHQVLYHO\UHJDUGLQJWKHLQFLGHQFH
RIOHXNHPLD+RZHYHUWKHFRQFOXVLRQDSSHDUVWREHWKDWWKHUHLVQRFOHDUDVVRFLDWLRQ
EHWZHHQUDGLDWLRQGRVHDQGFKLOGKRRGOHXNHPLD-DEORQ+UXEHF	%RLFH$
UHFHQW.L..VWXG\IURP*HUPDQ\UHSRUWHGDVLJQLILFDQWO\LQFUHDVHGULVNUHODWHGWR
FORVHUGLVWDQFHWRQXFOHDUUHDFWRUVZKHQFRPSDULQJGLVWDQFHVXQGHU
NPWRWKRVHOLYLQJIDUWKHUDZD\25 ORZHURQHVLGHGFRQILGHQFHOLPLW
7KHVXEMHFWKDVEHHQH[WHQVLYHO\UHYLHZHGHDUOLHUE\/DXULHUHWDODQGWKH\
FRQFOXGHWKDWLQWKHYLFLQLW\RIWKUHHQXFOHDULQVWDOODWLRQV6HOODILHOG'RXQUHD\DQG
.UPPHOH[LVWDQH[FHVVRIFKLOGKRRGOHXNHPLDEXWWKHULVNFRXOGQRWEHYDOLGDWHG
LQPXOWLVLWHVWXGLHV/DXULHU*URVFKH	+DOO7KHSRVLWLYHILQGLQJVKDYHEHHQ
VXJJHVWHG WR EH GXH WR LQIHFWLRXV HWLRORJ\ DFFRUGLQJ WR WKH GHOD\HG LQIHFWLRQ
K\SRWKHVLV$PRUHUHFHQWGHWDLOHGUHYLHZDQGPHWDDQDO\VLVE\0XHOOHUHWDOIRXQG
QRLQFUHDVHGFKLOGKRRGOHXNHPLDULVNDVVRFLDWHGZLWKDGLVWDQFHXQGHUNPIURPD
QXFOHDUSRZHUSODQWIRUVXEMHFWVXQGHUWKHDJHRI\HDUVQ %XWZKHQWKH\
ORRNHGDWDVXEJURXSRIFKLOGUHQXQGHUWKHDJHRIILYH\HDUVOLYLQJFORVHUWKDQNP
DZD\IURPDQXFOHDUSRZHUSODQWRQO\IURPFRKRUWVWXGLHVWKH\REVHUYHGVWDWLVWLFDOO\

VLJQLILFDQWULVNV0XHOOHU	*LOKDP,QJHQHUDOWKHSXEOLFDWLRQVRQQXFOHDU
SRZHUSODQWYLFLQLW\DQGFKLOGKRRGOHXNHPLDODFNGRVHHVWLPDWHVDQGWKXVWKH\DUH
QRWKLJKO\LQIRUPDWLYH
7KH LQFLGHQFHRI OHXNHPLD DURXQGXUDQLXPPLOOLQJ DQGPLQLQJ VLWHV KDV EHHQ
VWXGLHGDQG%RLFHHWDOUHSRUWHGDQRQVLJQLILFDQWO\LQFUHDVHGULVNRIOHXNHPLDDOO
DJHVLQ7H[DV55 &,%RLFH0XPPD6FKZHLW]HU	%ORW
'XULQJWKHVDPH\HDUWKH\SXEOLVKHGDQRWKHUDUWLFOHRQDVLPLODUO\FRQGXFWHG
VWXG\LQ3HQQV\OYDQLDUHSRUWLQJDVLPLODULQFUHDVHLQOHXNHPLDLQFLGHQFH6,5 
&,   %RLFH %LJEHH0XPPD	 %ORW  $ VWXG\ IURP1HZ
0H[LFRZLWK D VLPLODU VHWWLQJ UHSRUWHG HVWLPDWHV DOVR IRU D VXEJURXS RI VXEMHFWV
EHORZWKHDJHRI\HDUVDQGD6,5RI&,ZDVREVHUYHG%RLFH
0XPPD	%ORW7KHUROHRILQGXVWULDOWULWLXPUHOHDVHVKDVEHHQVWXGLHGLQDQ
HFRORJLFDOVHWWLQJDQGQRFRQVLVWHQW LQFUHDVHRIFKLOGKRRGOHXNHPLDZDVREVHUYHG
UHODWHGWRKLJKHUWULWLXPUHOHDVHVZKHQWZRSODQWVIURP*HUPDQ\DQGWKH86$ZHUH
VWXGLHG*URVFKHHWDO7KHVHVWXGLHVZHUHOLPLWHGE\ODFNRIGDWDRQGRVH
HVWLPDWHV
(DUOLHU ODUJH VNLQ KHPDQJLRPDV RI VPDOO FKLOGUHQZHUH WUHDWHGZLWK UDGLDWLRQ
WKHUDS\ DQG FRKRUWV KDYH EHHQ IRUPHG IURP WUHDWHG SDWLHQWV DQG VRPH UHVXOWV
VXJJHVWLYH RI KLJKHU OHXNHPLD ULVNV KDYH EHHQ UHSRUWHG /XQGHOO HW DO VWXGLHG D
FRKRUWRIFKLOGUHQZKRZHUHJLYHQ UDGLDWLRQ WKHUDS\ IRUKHPDQJLRPDV LQ
LQIDQF\ EXW WKH\ GLGQRWREVHUYH DQ\ VWDWLVWLFDOO\ VLJQLILFDQW H[FHVV RI FKLOGKRRG
OHXNHPLD/XQGHOO	+ROP$OVRWLQHDFDSLWLVXVHGWREHWUHDWHGZLWKLRQL]LQJ
UDGLDWLRQ5RQHWDOUHSRUWHGD55RI&,IRU*\RIGRVHIROORZLQJ
WKHUDGLRWKHUDS\7KHDXWKRUVDVVXPHGDQDYHUDJHGRVHRI*\IURPUDGLRWKHUDS\
5RQ0RGDQ	%RLFH6LPLODUO\DFRKRUWRIFKLOGUHQWUHDWHGIRUWLQHD
FDSLWLVZLWKUDGLDWLRQWKHUDS\EHWZHHQDQGZHUHIROORZHGDQGD6,5RI
&,ZDVUHSRUWHG6KRUH0RVHVRQ+DUOH\	3DVWHUQDFN
7KHUROHRIUDGLDWLRQWKHUDS\DQGWKHULVNRIGHYHORSLQJVHFRQGDU\OHXNHPLDKDV
EHHQVWXGLHGH[WHQVLYHO\7XFNHUHWDOKDGDFRKRUWRIVXUYLYRUVRIFKLOGKRRG
PDOLJQDQFLHVDQGWKH\REVHUYHGQRLQFUHDVHGUHODWLYHULVNVIURPUDGLDWLRQWKHUDS\
7XFNHUHWDO5RVHQEHUJHWDOPDGHVLPLODUREVHUYDWLRQVIHZ\HDUVHDUOLHU
DIWHUD\HDUIROORZXSRI+RGJNLQ·VGLVHDVHSDWLHQWV5RVHQEHUJ	.DSODQ
DQG WKH\FRQFOXGHG WKDW LUUDGLDWLRQGRHVQRWDSSHDU WREHPDMRU IDFWRU UHJDUGLQJ
VHFRQGDU\$0/VDIWHU+RGJNLQ·VGLVHDVHWKHUDS\+RZHYHU+DZNLQVHWDOUHSRUWHG
UHVXOWV IURP D FDVHFRQWURO VWXG\ ZLWK  VXUYLYRUV RI FKLOGKRRG FDQFHU ZLWK
VHFRQGDU\OHXNHPLDDVFDVHVDQGWKH\REVHUYHGDVLJQLILFDQWGRVHUHVSRQVHWUHQGIRU
WKHUDGLDWLRQWKHUDS\GRVHDQGULVNRIVHFRQGDU\OHXNHPLDS +DZNLQVHWDO

3RVLWLYHUHVXOWVZHUHUHSRUWHGDOVRE\.DOGRUHWDODVWKH\XVHGDFDVHFRQWURO
GHVLJQLQLQWHUQDWLRQDOFROODERUDWLRQZLWKFDVHVRI+RGJNLQ·VGLVHDVHVXUYLYRUV
7KH\UHSRUWHGD55RI&,IRUHYHU\6YRIGRVHWRWKHUHG
ERQHPDUURZ.DOGRUHWDO0RUHUHFHQWO\)ULHGPDQHWDOUHSRUWHGUHVXOWV
DIWHU D IROORZXS RI  1RUWK$PHULFDQ FKLOGKRRG FDQFHU VXUYLYRUV 7KH\
REVHUYHG DQ H[FHVVRI OHXNHPLDGLDJQRVHV 6,5  &,  DQG LQ D
PXOWLYDULDWHDQDO\VLVWKH\REVHUYHGDQLQGHSHQGHQWHOHYDWHGULVNRIDQ\VHFRQGDU\
QHRSODVP LQ WKH SUHVHQFHRI DQ\ UDGLDWLRQ WKHUDS\ 55   &,  
/HXNHPLDGLDJQRVHVZHUHQRWDQDO\]HGVHSDUDWHO\)ULHGPDQHWDO+DGG\HW
DOREVHUYHGKRZHYHUDQHOHYDWHGQRQVLJQLILFDQW ULVN +DGG\HWDO7KH\
UHSRUWHGD55RI&,IRUVHFRQGDU\OHXNHPLDDIWHUUDGLRWKHUDS\
IRUVROLGWXPRUV7KH5%0GRVHVIURPWKHUDGLDWLRQWKHUDS\UDQJHGIURP*\WR
*\
7KHFKLOGKRRGOHXNHPLDULVNKDVEHHQDVVXPHGWRIROORZDOLQHDUQRWKUHVKROG
PRGHOZKLFKLVFUHDWHGE\H[WUDSRODWLQJIURPULVNHVWLPDWHVFDOFXODWHGIRUKLJKHU
GRVHVRILRQL]LQJUDGLDWLRQ6KRUHHWDO,WKDVEHHQHPSKDVL]HGWKDWWKHXVH
RIDOLQHDUPRGHOLVHVVHQWLDOO\DGHIDXOWDSSURDFKGXHWRODFNRIGHILQLWLYHHYLGHQFH
EXWWKHDYDLODEOHHSLGHPLRORJLFSXEOLFDWLRQVVXSSRUWLWVXVHDQGEHIRUHQHZUHVXOWV
LWUHPDLQVDSUDJPDWLFFKRLFH6KRUHHWDO1HYHUWKHOHVVLWVXVHIRUVPDOOHU
P*\GRVHVKDVEHHQFULWLFLVHGDQGRWKHUVKDSHVKDYHDOVREHHQVXJJHVWHGIRU
WKHORZHQGRIWKHGRVHUHVSRQVHFXUYH$XUHQJR$YHUEHFN	%RQQLQ+VX
HW DO  8QLWHG 1DWLRQV 6FLHQWLILF &RPPLWWHH RQ WKH (IIHFWV RI $WRPLF
5DGLDWLRQ  $ VOLJKWO\ FRQFDYH GRVHUHVSRQVH FXUYH ZKLFK LV DFKLHYHG E\
DGGLQJDTXDGUDWLFWHUPWRWKHIXQFWLRQILWVWKH/66GDWDEHWWHU+VXHWDO
(YHQKRUPHWLFHIIHFWVEHORZDFHUWDLQWKUHVKROGKDYHEHHQVXJJHVWHG6KLEDPRWR
	1DNDPXUD+RZHYHUWKHVHFODLPVKDYHJDLQHGOLWWOHWRQRVXSSRUW
5HJDUGLQJVSHFLILFDOO\DGXOWOHXNHPLDDQGLRQL]LQJUDGLDWLRQUDGLDWLRQPRQLWRUHG
ZRUNHUVKDYHEHHQVWXGLHGH[WHQVLYHO\DQGDODUJHLQWHUQDWLRQDOFRKRUW,1:25.6
UHSRUWVDQH[FHVVULVNRIOHXNHPLD55 &,SHU*\RIUHG
ERQHPDUURZGRVH7KH\XVHGDWZR\HDUODJSHULRGLQWKHLUDQDO\VHVKRZHYHUWKH\
VWDWHWKDWGXHWRFODVVLFDOPHDVXUHPHQWHUURUWKHSRLQWHVWLPDWHVFRXOGEHGLOXWHG
7KHLUUHVXOWVOLQHDUO\WUDQVODWHWRD55RIIRUHYHU\P*\RIUHGERQHPDUURZ
GRVHZKLFKLVRIH[SHFWHGPDJQLWXGHIRUWKHDGXOWSRSXODWLRQ/HXUDXGHWDO
$OVR7HFKD ULYHUDUHD UHVLGHQWVZHUHH[SRVHG WRHOHYDWHGGRVHVRIERQHPDUURZ
VHHNLQJ6UUDGLRQXFOLGH7KHGRVHVUHDFKHGOHYHOVH[FHHGLQJ*\/HXNHPLDVRWKHU
WKDQ&//VKRZHGD55RI&,IRUHYHU\P*\GRVHLQFUHDVH

.UHVWLQLQDHWDO7KHKHWHURJHQHLW\EHWZHHQGLIIHUHQWDJHJURXSVZDVDOVR
WHVWHGEXWQRVWDWLVWLFDOO\VLJQLILFDQWGLIIHUHQFHZDVREVHUYHG
 %DFNJURXQGJDPPDUDGLDWLRQ
%DFNJURXQG UDGLDWLRQ FDQEH GHILQHG WR FRQVLVW RI FRPSRQHQWV RULJLQDWLQJ IURP
WHUUHVWULDOXUDQLXPFRVPLFUDGLDWLRQDQGUHPQDQWVRIQXFOHDUGLVDVWHUVDQGWHVWV,WV
HIIHFWVRQFKLOGKRRGOHXNHPLDKDYHEHHQVWXGLHGEXWWKHUHVXOWVRIVWXGLHVKDYHEHHQ
FRQIOLFWLQJ7DEOH
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)LUVWD8QLWHG.LQJGRP&KLOGKRRG&DQFHU6WXG\GLGQRWUHSRUWLQFUHDVHGULVN
UHODWHGWRKLJKHUDQQXDOGRVHVRIEDFNJURXQGUDGLDWLRQ8.&KLOGKRRG&DQFHU6WXG\
,QYHVWLJDWRUVE7KH\KDGDFFHVVWRGLUHFWPHDVXUHPHQWVRIJDPPDDQGFRVPLF
UDGLDWLRQDQGLQFOXGHGRQO\SDWLHQWVZKRKDGOLYHGDPLQLPXPSHULRGRIVL[PRQWKV
LQWKHLUGZHOOLQJV7KHDQDO\VHVZHUHDGMXVWHGIRUGHSULYDWLRQLQGH[DVWKHDXWKRUV
KDG REVHUYHG D FRUUHODWLRQ EHWZHHQ KLJKHU H[SRVXUHV DQG KLJKHU VRFLRHFRQRPLF
GHSULYDWLRQLQGH[
$OPRVW WHQ\HDUVDIWHU D ODUJH VWXG\ DOVR IURPWKH8QLWHG.LQJGRP IRXQGD
VLJQLILFDQWO\ LQFUHDVHG ULVNUHODWHG WRQDWXUDOEDFNJURXQGUDGLDWLRQ .HQGDOO HWDO
7KHVWXG\E\.HQGDOOHWDOZDVDEOHWRDYRLGPDQ\VKRUWFRPLQJVRI
WKH HDUOLHU VWXG\ ,Q SDUWLFXODU WKH VWXG\ KDG VLJQLILFDQWO\PRUH VWDWLVWLFDO SRZHU
ZKLFK LV QHFHVVDU\ ZKHQ VWXG\LQJ H[SRVXUHV RI VPDOO H[SHFWHG HIIHFW VL]H
8QIRUWXQDWHO\WKHFDVHFRQWUROGDWDZDVPDWFKHGWRFRQWUROVE\ORFDWLRQGXHWRXVH
RIORFDOELUWKUHJLVWULHVDQGLQWKHUHJUHVVLRQDQDO\VHVRIGRVHUDWHWKH\ORVWRI
FDVHVDVWKH\KDGLGHQWLFDOGRVHUDWHVWRWKHLUFRQWUROV
$6ZLVVFRKRUWVWXG\UHSOLFDWHGWKHSRVLWLYHILQGLQJRI.HQGDOOHWDOZLWKDVOLJKWO\
ORZHUULVNHVWLPDWHE\XVLQJDFRKRUWGHVLJQ6S\FKHUHWDO7KH\LGHQWLILHG
FKLOGUHQXQGHUWKHDJHRIVL[WHHQIURPWZRQDWLRQDOFHQVXVHVDQGDQG
WKHLU IROORZXS HQGHG LQ  7KHLU GRVH HVWLPDWHV LQFOXGHG FRVPLF UDGLDWLRQ
QDWXUDOWHUUHVWULDOUDGLDWLRQDQGDUWLILFLDOWHUUHVWULDOUDGLDWLRQLQD[NPJULGPDS
7KHQDWXUDOWHUUHVWULDOUDGLDWLRQPRGHOOLQJZDVEDVHGRQPHDVXUHPHQWVFDUULHGRXW
ZLWKDKHOLFRSWHULQVLWXJDPPDUD\VSHFWURPHWU\LQVLWXGRVHUDWHPHDVXUHPHQWV
ZLWKLRQL]DWLRQFKDPEHUVDQGODERUDWRU\PHDVXUHPHQWV)XUWKHUPRUHWKLVVWXG\ZDV
DEOHWRDGMXVWIRUDODUJHQXPEHURIFRQIRXQGLQJIDFWRUV
,Q FRQWUDVW WKLV ZDV IROORZHG E\ D ODUJH )UHQFK VWXG\ ZLWK QR VLJQV RI DQ
DVVRFLDWLRQ 'HPRXU\ HW DO  7KH )UHQFK VWXG\ XVHG LQGRRU JDPPD
PHDVXUHPHQWVIURPGHQWDOFOLQLFVDVWKHEDVLVIRUGRVHHVWLPDWLRQDQGWKH\ZHUHDEOH
WRLQFOXGHFRVPLFUDGLDWLRQLQWKHLUDQDO\VHV7KH\FRQVWUXFWHGD[NPJULGDQG
HVWLPDWHGWKDWWKHLUH[SRVXUHDVVHVVPHQWDSSURDFKH[SODLQHGRIWKHYDULDQFHE\
VSDWLDOFRRUGLQDWHV
,QOLQHZLWKWKH'HPRXU\HWDOVWXG\DODUJHHFRORJLFDO*HUPDQVWXG\GLGQRW
UHSRUW VWDWLVWLFDOO\ VLJQLILFDQW UHVXOWV UHODWHG WRKLJKHU GRVHV KRZHYHU WKH FHQWUDO
HVWLPDWHRIWKHLUDQDO\VHVZDVDERYHXQLW\DQGRIWKHH[SHFWHGHIIHFWVL]H6SL[HWDO
7KH\XVHGD IUDFWLRQDOSRO\QRPLDOPRGHODV WKHEDVLVRI WKHLU DQDO\VLVDQG
WKHLU UDGLDWLRQ GDWD ZDV EDVHG RQ H[WUDSRODWLRQ IURP  RXWGRRU PHDVXULQJ
VWDWLRQV$VSDUWRIH[SORUDWRU\VXEJURXSDQDO\VHVWKH\UHSRUWHGDQRQVLJQLILFDQW

DVVRFLDWLRQUHODWHGWRWKHDJHJURXSRIVXEMHFWVXQGHURQH\HDUROG55 
&,
,QJHQHUDOWKHUHVXOWVIURPDOOOLVWHGVWXGLHVDUHLQDJUHHPHQWDQGWKHFRQILGHQFH
LQWHUYDOVLQFOXGHDULVNRIaP6YOLQHDUO\DSSUR[LPDWHGIURPWKHHVWLPDWHVRI
OLIHVSDQ VWXGLHV +VX HW DO  ,QWHUHVWLQJO\:DNHIRUG HW DO HVWLPDWHG WKDW
DSSUR[LPDWHO\RIFKLOGKRRGOHXNHPLDFDVHVLQWKH8QLWHG.LQJGRPFRXOGEH
H[SODLQHGE\EDFNJURXQGUDGLDWLRQ:DNHIRUG.HQGDOO	/LWWOH
,QGLVFRUGDQFHVWXGLHVRQSRSXODWLRQV OLYLQJ LQDUHDVZLWKQDWXUDOO\YHU\KLJK
EDFNJURXQGUDGLDWLRQKDYHQRWUHSRUWHGHOHYDWHGULVNV$VWXG\ZDVFRQGXFWHGZLWK
DQ,QGLDQFRKRUW OLYLQJLQWKH.HUDODDUHDZKHUHDWFHUWDLQ ORFDWLRQVEDFNJURXQG
UDGLDWLRQGRVH UDWHV UHDFKDOPRVWQ*\KDQG WKHPHGLDQGRVH UDWH LV
Q*\K1DLUHWDO(YHQZLWKVXFKKLJKGRVHUDWHVWKH\GLGQRWREVHUYHD
VLJQLILFDQW H[FHVV ULVN UHODWHG WR OHXNHPLD 55       ZKHQ
FRPSDULQJFXPXODWLYHGRVHRIP*\ZLWKGRVHVRI!P*\%XWWKLVVWXG\
ZDVFRQGXFWHGZLWKVXEMHFWVDJHGRYHUWKLUW\\HDUV$QRWKHUVWXG\RQDGXOWVDERYH
\HDUVRIDJHIURP&KLQDGLGQRWUHSRUWSRVLWLYHILQGLQJVUHODWHGWROHXNHPLDZKHQ
XVLQJ D WZR\HDU ODWHQF\ SHULRG 7DR HW DO  7KH DGXOW VWXGLHV QHHG WR EH
LQWHUSUHWHGFDUHIXOO\LQWKHFRQWH[WRIFKLOGKRRGOHXNHPLDDVWKHHWLRORJLHVDUHOLNHO\
WREHGLIIHUHQW
 'LDJQRVWLFUDGLRORJLFDOH[DPLQDWLRQV
7KH HIIHFW RI UDGLRORJLFDO VWXGLHV RQ FKLOGKRRG OHXNHPLD KDV EHHQ H[SORUHG
H[WHQVLYHO\SULRUWRWKHVWXGLHVRQFRPSXWHUL]HGWRPRJUDSK\$QHDUO\VWXG\IURP
1HZ=HDODQGUHSRUWHGDQLQFUHDVHGULVNRIOHXNHPLDDIWHUWKHUDSHXWLFLUUDGLDWLRQIRU
5%0 GRVHV RYHU  P*\ EXW QR FOHDU DVVRFLDWLRQ ZDV IRXQG IRU GLDJQRVWLF
UDGLDWLRQ *XQ] 	 $WNLQVRQ  7KH\ GLG QRW UHSRUW UHVXOWV E\ DJH JURXSV
*UDKDPHWDOUHSRUWHGDQLQFUHDVHGQRQVLJQLILFDQWULVN55 S!IRUSRVW
QDWDOGLDJQRVWLFLPDJLQJVWXGLHVXVLQJDODJRIRQH\HDU*UDKDPHWDO8QLWHG
1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ&KLOGKRRG
OHXNHPLDKDVDOVREHHQVWXGLHGVHSDUDWHO\LQDVLPLODUVHWWLQJE\%DUWOH\HWDOXVLQJD
ODJ RI RQH \HDU DQG WKH\ IRXQG D VLJQLILFDQW DVVRFLDWLRQ IRU SRVWQDWDO GLDJQRVWLF
LPDJLQJVWXGLHVIRU$//IRUWKUHHRUPRUHGLDJQRVWLF;UD\V25 &,
EXWQRVLJQLILFDQWDVVRFLDWLRQZDVUHSRUWHGIRU$0/%DUWOH\0HWD\HU
6HOYLQ'XFRUH	%XIIOHU,QIDQWH5LYDUGUHSRUWHGVLPLODUILQGLQJVWR%DUWOH\
HWDODQGWKH\UHSRUWHGDQ25RI&,IRUWZRRUPRUH[UD\V
,QIDQWH5LYDUG

+RZHYHUWKHUHDUHDOVRPXOWLSOHVWXGLHVZLWKQXOOILQGLQJVUHJDUGLQJSODLQ;UD\
LPDJLQJ 0HLQHUW HW DO GLG QRW REVHUYH DQ\ HOHYDWHG ULVNV IRU GLDJQRVWLF ;UD\
H[DPLQDWLRQVIRUFKLOGUHQXQGHU WKH WKHDJHRI\HDUXVLQJDFDVHFRQWUROGHVLJQ
0HLQHUW.DOHWVFK.DDWVFK 6FK]	0LFKDHOLV +RZHYHU WKH\ UHSRUWHG
UHVXOWVDOVRIRUSDWHUQDOLPDJLQJVWXGLHVWZR\HDUVSULRUWRELUWKDQGIRUDQLPDJLQJ
VWXG\RIDQ\VLWHWKH\REVHUYHGDVLJQLILFDQW25RI&,)RU
PDWHUQDOH[DPLQDWLRQVEHIRUHRUGXULQJSUHJQDQF\QRHOHYDWHGULVNVZHUHUHSRUWHG
$QRWKHUVWXG\UHSRUWHGDQ25RI&,IRUFKLOGKRRGOHXNHPLD
5DMDUDPDQHWDOIRULQXWHURH[SRVXUHWR;UD\H[DPLQDWLRQV,QWKHLUVWXG\
WKHULVNZDVPRUHSURQRXQFHGIRU$0/25 &,6KXHWDO
VWXGLHGSDUHQWDO;UD\H[SRVXUHSUHFRQFHSWLRQGXULQJSUHJQDQF\IRUIHPDOHVRQO\
DQGIRUFKLOGUHQDOVRSRVWQDWDOO\6KXHWDO2YHUDOOWKH\GLGQRWUHSRUWDQ\
VWDWLVWLFDOO\VLJQLILFDQWILQGLQJVEXWWKH\REVHUYHGDQHOHYDWHGULVNIRUSUHFXUVRU%
FHOO DFXWH O\PSKREODVWLF OHXNHPLD LQ UHODWLRQ WR SRVWQDWDO GLDJQRVWLF ;UD\
H[DPLQDWLRQV
&RPSXWHUL]HGWRPRJUDSK\VFDQV\LHOGPDUNHGO\KLJKHUUDGLDWLRQGRVHVWKDQSODLQ
ILOP UDGLRJUDSK\ DQG LWV LQFUHDVLQJ XVH LQ GHYHORSHG FRXQWULHV HVSHFLDOO\ LQ WKH
SHGLDWULFSRSXODWLRQKDVUDLVHGFRQFHUQV+LJKHUUDGLDWLRQGRVHVDUHDVVRFLDWHGZLWK
KLJKHUULVNVDQGLQVRPHFDVHVWKHLQGLFDWLRQVRI&7VFDQVFRXOGEHUHFRQVLGHUHG
$V D JXLGLQJ SULQFLSOH WKH LQFUHDVHG ULVNV VKRXOG DOZD\V RXWZHLJK WKH FOLQLFDO
EHQHILWV%UHQQHU$W\SLFDOEUDLQ&7VFDQRID\HDUROGFKLOGDIWHU
KDVEHHQHVWLPDWHGWR\LHOGD5%0GRVHRIP*\ZKHUHDVDW\SLFDOVNXOO[UD\
\LHOGVDQHIIHFWLYHGRVHRIDSSUR[LPDWHO\P*\.LPHWDO:DOO	+DUW
7KHXVHRIFRPSXWHUL]HGWRPRJUDSK\VFDQVLQFUHDVHGDIWHULWVLQWURGXFWLRQ
LQWKHHDUO\·VEXWLQ)LQODQGGXHWRWKHKLJKHUUDGLDWLRQGRVHVWKHSHGLDWULF
XVHRI&7VFDQQLQJVWDUWHGWRGHFOLQHDVHDUO\DVDIWHUWKH\HDUDV05,EHFDPH
PRUHFRPPRQ6XXWDUL,QPDQ\FDVHV&7VFDQVSURYLGHYDOXDEOHGLDJQRVWLF
LQIRUPDWLRQEXWYDOLGFRQFHUQVDUHIRXQGHGUHJDUGLQJLWVLQFUHDVHGXVHGXHWRWKH
GHOLYHUHGGRVHVRILRQL]LQJUDGLDWLRQ2UHQHWDO
7KHHIIHFWVRIFRPSXWHUL]HGWRPRJUDSK\VFDQVRQFKLOGKRRGOHXNHPLDKDYHEHHQ
VWXGLHG PRVWO\ XVLQJ ODUJH FRKRUW VWXGLHV EXW FRQFHUQV DERXW WKH HIIHFWV RI
SUHGLVSRVLQJIDFWRUVKDYHULVHQDV WKH\PLJKWUHVXOW LQFRQIRXQGLQJE\ LQGLFDWLRQ
7DEOH3UHGLVSRVLQJIDFWRUVDUHFRQGLWLRQVDVVRFLDWHGZLWKSUREDELOLWLHVRIERWK
FRPSXWHUL]HG WRPRJUDSK\ VFDQV DQG FKLOGKRRG OHXNHPLD HJ 'RZQ V\QGURPH
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$ ODUJH FRKRUW VWXG\ IURP WKH8QLWHG.LQJGRP UHSRUWHG DQ LQFUHDVHG GRVH
UHVSRQVH JUDGLHQW ZLWK 5%0 GRVH 3HDUFH HW DO  +RZHYHU WKH\ LQFOXGHG
P\HORG\VSODVWLF V\QGURPHV LQ WKHLU DQDO\VHV ZKLFK PRVWO\ DFFRXQWHG IRU WKH
HOHYDWHGULVNHVWLPDWHV7KHLUGRVHHVWLPDWHVZHUHEDVHGRQWZRQDWLRQZLGHVXUYH\V
DQGDQGGDWDIURPDVHULHVRIK\EULGFRPSXWDWLRQDOKXPDQSKDQWRPV
7KH5%0GRVHVEHIRUHWKH\HDUZHUHRQDYHUDJHRYHUWZRWLPHVKLJKHU
2QH\HDUODWHUWKH%ULWLVKVWXG\ZDVIROORZHGE\DODUJH$XVWUDOLDQFRKRUWVWXG\
DOVR UHSRUWLQJ D VLPLODU ULVN HVWLPDWH SHU P*\ 0DWKHZV HW DO  $V WKH
SUHFHGLQJVWXG\WKHDXWKRUVFRXOGQRWREWDLQLQGLYLGXDOVFDQQLQJSDUDPHWHUVDQG
WKHLUGRVHHVWLPDWHVZHUHEDVHGRQVFDQQLQJVLWH\HDURIWKHVFDQDQGWKHVXEMHFW·V
DJH$OVRLQWKHLUDQDO\VHVWKHGRVHVGURSSHGPDUNHGO\DIWHU\HDUDVVFDQQLQJ
SDUDPHWHUVVWDUWHGWREHDGMXVWHGEDVHGRQDSDWLHQW·VVL]HDQGDJHWRUHGXFHUDGLDWLRQ
GRVHV7KHDXWKRUVUHFRJQL]HWKHPVHOYHVWKDWWKH\FRXOGQRWDWWULEXWHWKHREVHUYHG
H[FHVVRIOHXNHPLDVFRPSOHWHO\WRFRPSXWHUL]HGWRPRJUDSK\VFDQVDVWKH\FRXOGQRW
DGMXVWIRUSUHGLVSRVLQJIDFWRUV
$PXFKVPDOOHU.RUHDQVWXG\UHSRUWHGDQRQVLJQLILFDQWO\LQFUHDVHGULVNIRURU
PRUH&7VFDQV+XDQJHWDO7KHVWXG\IRFXVHGVROHO\RQKHDG&7VFDQVDQG
WKH\GLGQRWDWWHPSWWRPRGHOUHGERQHPDUURZUDGLDWLRQGRVHVDWDOO7KH\GLGQRW
KDYH GDWD RQ WKH LQGLFDWLRQV RI WKH KHDG &7 VFDQV DQG WKXV WKH\ UHFRJQL]H D
SRVVLELOLW\ RI VFUHHQLQJELDV+RZHYHU WKH\KDGGLDJQRVWLF GDWD RQSUHFDQFHURXV
FRQGLWLRQV DQG E\ H[FOXVLRQV WKH\ WULHG WR PLQLPL]H WKH HIIHFW RI SUHGLVSRVLQJ
V\QGURPHV
7KHLVVXHRIXQNQRZQSUHGLVSRVLQJIDFWRUVPD\KDYHELDVHGPDQ\RIWKHVWXGLHV
RQFKLOGKRRGOHXNHPLDDQG&7VFDQV-RXUQ\HWDO(VSHFLDOO\WKH$XVWUDOLDQ
VWXG\ZDVFULWLFL]HGIRU WKLVUHDVRQ8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH
(IIHFWV RI$WRPLF 5DGLDWLRQ  7KH SUHVHQFH RI SUHGLVSRVLQJ IDFWRUV FRXOG
UHVXOWLQRYHUHVWLPDWLRQVRIWKHDFWXDOFKLOGKRRGOHXNHPLDULVNUHODWHGWRSHGLDWULF
&7 VFDQV 7KH )UHQFK VWXG\ XWLOL]HG D VRIWZDUHEDVHG DJHVSHFLILF DSSURDFK
0&13; LQ WKHLU GRVH HVWLPDWHV DQG IRU RI WKH VFDQV WKH\KDG WRXVH
PHGLDQGRVHVGXHWRPLVVLQJGDWD7KHDXWKRUVDSSURDFKHGWKHSUHGLVSRVLQJIDFWRUV
ZLWKDOLVWRIGLDJQRVHVFRQVWUXFWHGEDVHGRQDOLWHUDWXUHUHYLHZE\ORFDOH[SHUWVLQ
SHGLDWULFRQFRORJ\DQGWKH\VHDUFKHGIRUWKHGLDJQRVHVIURPWKHGLVFKDUJHGDWDEDVHV
RIWKHLQFOXGHGKRVSLWDOV
$*HUPDQVWXG\GLGQRWREVHUYHDVLJQLILFDQWO\LQFUHDVHGULVNUHODWHGWRRQH&7
VFDQ6,5 &,EXWWKHUHVXOWVIRUWZRRUPRUH&7VFDQVZHUH
VWDWLVWLFDOO\VLJQLILFDQW6,5 &,.ULOOHHWDO7KH\GLG
QRWREVHUYHDVWDWLVWLFDOO\VLJQLILFDQWULVNSHUP*\+5 &,

7KH\EDVHGWKHLUGRVHHVWLPDWHVRQDSUHYLRXVO\SXEOLVKHGFDWDORJXHDVQRLQGLYLGXDO
GRVLPHWU\ZDV DYDLODEOH 0LJOLRUHWWL HW DO  7KH DXWKRUVPDQXDOO\ UHYLHZHG
UDGLRORJ\UHSRUWVDQGLQWRWDOH[FOXGHG&7VFDQQHGFKLOGUHQDVKLQWVRIUHYHUVH
FDXVDWLRQDQGFRQIRXQGLQJE\LQGLFDWLRQZHUHREVHUYHG
%HUULQJWRQGH*RQ]DOH]HWDOUHDQDO\]HGWKHGDWDSUHYLRXVO\UHSRUWHGE\3HDUFH
HWDODQGDIWHUDFFRXQWLQJIRUPXOWLSOHSRWHQWLDOVRXUFHVRIELDVLQVHYHUDOVFHQDULRV
WKHLU UHVXOWV UHPDLQHG ODUJHO\ VLPLODU %HUULQJWRQ'H*RQ]DOH] HW DO  7KH
FDQFHUSUHGLVSRVLQJ V\QGURPHV ZHUH FROOHFWHG IURP WKUHH VHSDUDWH VRXUFHV )RU
DSSUR[LPDWHO\DWKLUGRIWKHSDWLHQWVWKH\UHYLHZHGKDQGZULWWHQFRPPHQWVLQWKH
UDGLRORJ\ UHSRUWV DQG IRU DOO WKH GHFHDVHG VXEMHFWV WKH FDXVHV RI GHDWK ZHUH
UHYLHZHG$OVRSDWKRORJ\UHSRUWVUHODWHGWROHXNHPLDRUP\HORG\VSODVWLFV\QGURPH
GLDJQRVHVZHUHUHYLHZHG
$UHFHQW'XWFKVWXG\GLGQRWILQGVLJQLILFDQWO\HOHYDWHGULVNV0HXOHSDVHWDO
&RQWUDU\WRSUHYLRXVVWXGLHVWKH\ZHUHDEOHWRFROOHFWDFFXUDWHLQIRUPDWLRQ
RQ UDGLDWLRQ GRVHV IRU DSSUR[LPDWHO\  RI WKH LQFOXGHG &7 VFDQV DQG WKH
UHPDLQLQJ  ZHUH HVWLPDWHG XVLQJ WKH 1&,&7 VRIWZDUH 7KH\ ZHUH DEOH WR
DSSUR[LPDWHWKDWWKHLUPHWKRGVH[SODLQHGRIWKHYDULDWLRQLQWKH5%0GRVHV
7KH\ZHUHQRWDEOHWRFROOHFWGDWDRQFOLQLFDOLQGLFDWLRQVRIWKH&7VFDQVDQGRQO\
WXEHURXV VFOHURVLV GLDJQRVHV ZHUH UHWULHYHG LQ RUGHU WR DGGUHVV SRWHQWLDO
SUHGLVSRVLQJIDFWRUV
2YHUDOOWKHUHVXOWVIDYRUDULVNDVVRFLDWHGZLWKFKLOGKRRGOHXNHPLD+RZHYHULQ
PDQ\VWXGLHVWKHULVNVZHUHKLJKHUWKDQH[SHFWHG55 P6YEDVHGRQWKH
-DSDQHVH /66 VWXGLHV DQG VWLOO WKH UHODWLRQVKLS EHWZHHQ LPDJLQJ LQGLFDWLRQV DQG
FKLOGKRRGOHXNHPLDVKRXOGEHHPSKDVL]HGWRDYRLGFRQIRXQGLQJE\LQGLFDWLRQ+VX
HWDO
 ,QGRRUUDGRQJDV
,QGRRUUDGRQFRQFHQWUDWLRQVYDU\PDUNHGO\DQGGLIIHUHQFHVRIPXOWLSOHRUGHUVRI
PDJQLWXGHDUHQRWXQFRPPRQ0lNHOlLQHQHWDO7KHFRQVWUXFWLRQWUDGLWLRQ
LQ)LQODQGGLIIHUVIURPPRVWRIWKHLQKDELWHGZRUOGGXHWRWKHFROGFOLPDWH7KXV
QDWLRQDO VWXGLHV WR LQYHVWLJDWH LPSRUWDQW GHWHUPLQDQWV RI KLJKHU LQGRRU UDGRQ
FRQFHQWUDWLRQVDUHQHHGHG7KHLQGRRUUDGRQFRQFHQWUDWLRQGHSHQGVRQDQXPEHU
RIDWWULEXWHVRIWKHEXLOGLQJDQGWKHVRLOEHQHDWKLW0lNHOlLQHQHWDO$OVR
OLIHVW\OHGLIIHUHQFHVEHWZHHQLQGLYLGXDOVOLYLQJLQDGZHOOLQJSOD\DUROH
$Q LPSRUWDQW GHWHUPLQDQW RI LQGRRU UDGRQ FRQFHQWUDWLRQ LV WKH W\SH RI WKH
GZHOOLQJDVWKH\DUHEXLOWTXLWHGLIIHUHQWO\&RPPRQO\ORZULVHUHVLGHQWLDOEXLOGLQJV

VXFKDVWHUUDFHGKRXVHVVHPLGHWDFKHGKRXVHVDQGVLQJOHIDPLO\KRXVHVDUHFDOOHG
KRXVHV 'ZHOOLQJV LQ EORFNV RI IODWV DUH UHIHUUHG WR DV DSDUWPHQWV +RXVHV
GLIIHUHQWLDWH WKHPVHOYHV FOHDUO\ IURP DSDUWPHQWV LQ )LQODQG E\ WKH DWWULEXWHV
GHWHUPLQLQJLQGRRUUDGRQFRQFHQWUDWLRQV
,Q KRXVHV WKH PRVW LPSRUWDQW VRXUFH RI UDGRQ LV WKH VRLOERUQH JDV DV WKH
EXLOGLQJV DUH LQ FRQWDFW ZLWK WKH JURXQG 7KH XUDQLXP FRQFHQWUDWLRQ RI WKH
XQGHUO\LQJ VRLO GHWHUPLQHV WKH UDWH RI UDGRQ SURGXFWLRQ EXW DIWHU WKDW WKH
SHUPHDELOLW\RIWKHVRLODOORZVJDVHVWRULVHDQGHQWHUWKHGZHOOLQJ7KHIRXQGDWLRQ
RI WKH EXLOGLQJ DFWV DV WKH EDUULHU EHWZHHQ WKH VRLO DQG WKH OLYLQJ VSDFHV RI WKH
GZHOOLQJDQGWKXVDOOLWVVWUXFWXUHVDOORZLQJWKHPRYHPHQWRIUDGRQJDVJDSVJDV
SHUPHDEOHEORFNVRSHQLQJVLQVWUXFWXUHVDUHDVVRFLDWHGZLWKKLJKHULQGRRUUDGRQ
FRQFHQWUDWLRQV 0lNHOlLQHQ$UYHOD	9RXWLODLQHQ  )LJXUH+RZHYHU D
VWXG\ E\5HY]DQ HW DO VKRZHG WKDW WKH SHUPHDELOLW\ RI WKH VRLO MXVW EHQHDWK WKH
EXLOGLQJ LV DPRUH LPSRUWDQW GHWHUPLQDQW RI WKH LQGRRU FRQFHQWUDWLRQV WKDQ WKH
FRPELQHG DUHD RI WKH OHDNDJH URXWHV 5HY]DQ 	 )LVN  7KH KLJKHVW
FRQFHQWUDWLRQVDUHWKHUHIRUHPHDVXUHGLQGZHOOLQJVORFDWHGRQFRDUVHJUDYHODQG
FRQYHUVHO\WKHRQHVVLWXDWHGRQLPSHUPHDEOHFOD\KDYHWKHORZHVWFRQFHQWUDWLRQV
$OVRW\SHRIYHQWLODWLRQLVDQLPSRUWDQWGHWHUPLQDQW$UYHOD+ROPJUHQ5HLVEDFND
	9LQKD,QDGGLWLRQDORZHUDLUSUHVVXUHLQGRRUVDOORZVKLJKHUIORZUDWHVRI
UDGRQJDVHV WKURXJK WKH HQWU\ URXWHV7KXVZHOOLQVXODWHG DQG UHODWLYHO\ DLU WLJKW
ZDUP)LQQLVKKRXVHVHTXLSSHGZLWKRQO\H[KDXVWIDQVFUHDWHRSWLPDOFRQGLWLRQVIRU
KLJKHULQGRRUUDGRQFRQFHQWUDWLRQVWRVWDUWWRDFFXPXODWH,WKDVDOVREHHQVKRZQ
WKDWWKHH[LVWHQFHRIFHOODUVLVDVVRFLDWHGZLWKKLJKHUFRQFHQWUDWLRQV%DUURV'LRV
5XDQR5DYLQD*DVWHOX,WXUUL	)LJXHLUDV0lNHOlLQHQ9DOPDUL5HLVEDFND
.LQQXQHQ 	 $UYHOD  7KHUH DUH DOVR VHDVRQDO YDULDWLRQ LQ LQGRRU UDGRQ
FRQFHQWUDWLRQV0lNHOlLQHQHWDO'XULQJVXPPHUWKHKRXVHVDUHW\SLFDOO\
PRUH YHQWLODWHG DQG WKLV GLOXWHV WKH LQGRRU UDGRQ FRQFHQWUDWLRQ 7KH SUDFWLFDO
JXLGHOLQHVIRUFRQVWUXFWLRQRIQHZEXLOGLQJVZHUHXSGDWHGLQDQGLQGZHOOLQJV
EXLOWWKHUHDIWHUPHDVXUHVWRGHFUHDVHLQGRRUUDGRQFRQFHQWUDWLRQVKDYHEHHQWDNHQ
$)LQQLVKVXUYH\VKRZVWKDWKRXVHVZLWKUDGRQSURWHFWLRQKDYHDSSUR[LPDWHO\
ORZHUFRQFHQWUDWLRQVRQDYHUDJH$UYHOD+ROPJUHQ	5HLVEDFND

)LJXUH ,OOXVWUDWLRQRIGLIIHUHQWSRVVLEOHHQWU\URXWHVIRUUDGRQJDV$GDSWHGIURPDQLOOXVWUDWLRQE\
1DWXUDO5HVRXUFHV&DQDGD*HRORJLFDO6XUYH\RI&DQDGD
,QDSDUWPHQWVRQO\ WKHJURXQG IORRU LV LQFRQWDFWZLWK WKHVRLO DQGWKXV VRLO
ERUQHUDGRQLVQRWDVLPSRUWDQW7KHVWRUH\RIWKHGZHOOLQJKDVEHHQUHSRUWHGWREH
DVLJQLILFDQWSUHGLFWRURIKLJKHUFRQFHQWUDWLRQV/RUHQ]R*RQ]iOH]5XDQR5DYLQD
3HyQ 3LxHLUR	%DUURV'LRV  S9DOPDUL$UYHOD	5HLVEDFND  ,Q
RWKHU IORRUV WKH UDGRQ LV IRUPHG LQ WKH URFNEDVHG EXLOGLQJ PDWHULDOV :KHQ
PRGHOOLQJWKHUDGRQHPDQDWLQJIURPEXLOGLQJPDWHULDOVLWLVUHDVRQDEOHWRDVVXPH
WKDWWKHORFDOJUDYHOPDWHULDOKDVEHHQXVHGLQSURGXFWLRQRIWKHFRQFUHWHHOHPHQWV
DVLVW\SLFDOLQ)LQODQG,QJHQHUDOWKHDYHUDJHLQGRRUUDGRQFRQFHQWUDWLRQLVORZHU
LQDSDUWPHQWV%TPZKHQFRPSDUHGZLWKWKHDYHUDJHFRQFHQWUDWLRQLQKRXVHV
%TP0lNHOlLQHQHWDO
,QUHFHQWVWXGLHVRIFKLOGKRRGOHXNHPLDDQGLQGRRUUDGRQIURP'HQPDUNDQG
6ZLW]HUODQG ZLWKRXW DUHDEDVHG SUHGLFWLRQ PRGHOV LPSRUWDQW ILQDO SUHGLFWRUV
LQFOXGHGGZHOOLQJW\SHIORRUEDVHPHQWVRLOJHRORJ\UHJLRQEXLOGLQJPDWHULDOVRLO
SHUPHDELOLW\GHJUHHRIXUEDQL]DWLRQDQGWKH\HDURIFRQVWUXFWLRQ$QGHUVHQHWDO
+DXUL+XVV=LPPHUPDQQ.XHKQL	5||VOL7KH'DQLVKPRGHOZDV
EDVHGRQRQO\PHDVXUHPHQWVDSDUWPHQWVDQGKRXVHVDQGWKH6ZLVV
PRGHOZDVEDVHGRQPHDVXUHPHQWVWKHQXPEHUVRIGLIIHUHQWKRXVLQJW\SHV
QRWUHSRUWHG

7KHPHFKDQLVPE\ZKLFKLQKDOHGUDGRQJDVFRXOGDIIHFWWKHUHGERQHPDUURZ
KDVEHHQGHEDWHG+DUOH\DQG5REELQVHVWLPDWHGWKDWLQ'HQPDUNDQDGGLWLRQDO
WRRIUHGERQHPDUURZGRVHFRXOGEHDWWULEXWHGWRLQKDOHGUDGRQ+DUOH\	
5REELQV+RZHYHUWKH\DOVRLQYHVWLJDWHGWKHGRVHVGHSRVLWHGWRSXOPRQDU\
O\PSKRF\WHVUHVLGLQJDPRQJEDVDODQGPXFRXVFHOOVRIWKHDOYHROLDQGEURQFKLROHV
DQGHQGHGXSZLWKDQXQH[SHFWHGO\ ODUJHDSSUR[LPDWLRQRIP6YDQQXDOGRVH
IURP FRQWLQXRXV H[SRVXUH WR D UDGRQ FRQFHQWUDWLRQ RI  %TP +DUOH\ 	
5REELQV
+LJKFRQFHQWUDWLRQVRILQKDOHGUDGRQJDVKDYHEHHQOLQNHGZLWKLQFUHDVHGULVNRI
OXQJFDQFHULQUHFHQWPHWDDQDO\VHV'DUE\HWDO*DU]LOOR3XJOLHVH/RIIUHGR
	4XDUWR.UHZVNLHWDO$&]HFKXUDQLXPPLQHUVWXG\VXJJHVWLYHRI
OHXNHPLDULVNLQDGXOWVZDVSXEOLVKHGE\5HLULFKDHWDOE\REVHUYLQJPLQHUV
ZLWKLQFLGHQWFDVHV5HULFKD.XOLFK5HULFKD6KRUH	6DQGOHU6LPLODU
UHVXOWVKDYHEHHQSXEOLVKHGIURPD*HUPDQPLQHUFRKRUWDVDQLQFUHDVHGULVNIRU
QRQ&// ZDV REVHUYHG LQ UHODWLRQ WR KLJKHU UDGRQ FRQFHQWUDWLRQV .UHX]HU
6RERW]NL )HQVNH 0DUVK 	 6FKQHO]HU  2Q DGXOW OHXNHPLD /DZ HW DO
SXEOLVKHGDVKRUWUHSRUWZLWKQXOO ILQGLQJVRQWKHDVVRFLDWLRQEHWZHHQUHVLGHQWLDO
UDGRQDQGOHXNHPLD/DZ.DQH5RPDQ6PLWK	&DUWZULJKW7KH\UHSRUWHG
TXLQWLOHVRIPHDVXUHGUDGRQDQGKLJKHUFDWHJRULHVGLGQRWGLIIHUIURPXQLW\PRUH
WKDQWKHORZHURQHV7KHHIIHFWRILQGRRUUDGRQRQFKLOGKRRGOHXNHPLDKDVEHHQ
VWXGLHGH[WHQVLYHO\EXWWKHUHVXOWVKDYHEHHQFRQIOLFWLQJ7DEOH
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7KHUHDUHQXPHURXVHFRORJLFDOVWXGLHVH[SORULQJUHVLGHQWLDOUDGRQJDVDQGFKLOGKRRG
OHXNHPLDZLWKPDLQO\SRVLWLYHUHVXOWVEXWWKHVHWWLQJLVLQKHUHQWO\PRUHSURQHWRELDV
ZKHQFRPSDUHGWRREVHUYDWLRQDOVWXGLHV+HQVKDZ(DWRXJK	5LFKDUGVRQ
5LFKDUGVRQHWDO7RQJHWDO
6WXGLHV RQ LQGRRU UDGRQ DQG FKLOGKRRG OHXNHPLD ZLWK GLUHFW LQGRRU UDGRQ
FRQFHQWUDWLRQPHDVXUHPHQWVKDYHQRWUHSRUWHGVWDWLVWLFDOO\VLJQLILFDQW LQFUHDVHV LQ
OHXNHPLDULVN$1RUWK$PHULFDQVWXG\E\/XELQHWDOVWDUWHGEXLOGLQJRQHDUOLHU
HFRORJLFDOVWXGLHVZLWKPDLQO\SRVLWLYHUHVXOWV/XELQHWDO7KH\UHSRUWHGQR
DVVRFLDWLRQ EHWZHHQ LQGRRU UDGRQ H[SRVXUH DQG $// /XELQ HW DO  7KH
DXWKRUVH[FOXGHGSDWLHQWVZKRKDGOLYHGLQWKHPHDVXUHGGZHOOLQJIRUOHVVWKDQVL[
PRQWKVDQGDOVRUHTXLUHGDPLQLPXPPHDVXUHPHQWFRYHUDJHRIIRUWKHODVWILYH
\HDUVSUHFHGLQJWKHUHIHUHQFHGDWHVRIWKHVWXG\VXEMHFWV
$\HDU ODWHUDVLPLODU VWXG\RQ$0/ZDVSXEOLVKHGDQG WKHDXWKRUV IRXQGQR
DVVRFLDWLRQ UHODWHG WR $0/ 6WHLQEXFK:HLQEHUJ %XFNOH\ 5RELVRQ 	 6DQGOHU
+RZHYHUWKH\REVHUYHGDQLQFUHDVHGULVNUHODWHGWRDQDJHJURXSFRQVLVWLQJ
RIFKLOGUHQROGHUWKDQWZR\HDUV25 &,DILQGLQJWKHDXWKRUV
DWWULEXWHGWRFKDQFH7KHDXWKRUVZHUHDEOH WRPRGHO WKH WLPHVSHQW LQGRRUVEXW
WKHLU UHVXOWV UHPDLQHG ODUJHO\ VLPLODU DIWHU WKLVZDV DFFRXQWHG IRU7RFRQWURO IRU
FRQIRXQGLQJWKH\H[FOXGHGDOOSDWLHQWVZLWK'RZQV\QGURPH1 
.DOHWVFKHWDOVWXGLHGWKHVXEMHFWLQ*HUPDQ\DQGZLWKDSUHGHILQHGFXWRIIYDOXH
%TPWKH\REVHUYHGQRVLJQLILFDQWO\HOHYDWHGULVNUHODWHGWROHXNHPLD25 
&,+RZHYHUWKHDYHUDJHLQGRRUUDGRQFRQFHQWUDWLRQVZHUH
TXLWHORZLQWKHVWXGLHGGZHOOLQJV%TPZKLFKUHGXFHGWKHSRWHQWLDOWRPDNH
GHGXFWLRQV IRU KLJKHU FRQFHQWUDWLRQV .DOHWVFK HW DO %DVHGRQ WHOHSKRQH
LQWHUYLHZVWKHIXOOUHVLGHQWLDOKLVWRULHVZHUHFROOHFWHGDQGUDGRQPHDVXUHPHQWVZHUH
FDUULHGRXWLQXSWRWKUHHURRPVLQVLGHWKHGZHOOLQJV$OOPHDVXUHPHQWVZLWKYDOXHV
EHORZ%TPZHUHH[FOXGHGGXHWRVXVSHFWHGDUWHIDFWVLQWKHPHDVXUHPHQWV
$VPDOO(J\SWLDQVWXG\UHSRUWHGPDUNHGO\KLJKHURGGVUDWLR25RI
&,UHODWHGWR$//ZKHQFRPSDULQJDYHUDJHH[SRVXUHVRI%TPZLWK
WKRVHRI!%TP 0DJHGHWDO7KHPDJQLWXGHRI(J\SWLDQILQGLQJV LV
OLNHO\ DIIHFWHG E\ UDQGRPHUURU DV WKHPDLQ UHVXOWV GLIIHU VR GUDVWLFDOO\ IURP WKH
SUHYLRXVVWXGLHVDQGDUHFRQVLGHUDEO\DERYHWKHH[SHFWHGHIIHFWVL]H'LUHFWLQGRRU
UDGRQPHDVXUHPHQWVZHUHFDUULHGRXWIRURIWKHLQLWLDOO\FRQWDFWHG$//FDVHV
7KH\DOVRORRNHGIRUDWWULEXWHVDVVRFLDWHGZLWKKLJKHULQGRRUUDGRQFRQFHQWUDWLRQV
DQG LQ WKHLU DQDO\VHVRQO\YHQWLODWLRQ VKRZHGD VLJQLILFDQW DVVRFLDWLRQZKLOH IRU
H[DPSOHIORRUOHYHOVKRZHGQRDVVRFLDWLRQ

7KHODWHVWODUJHPHDVXUHPHQWEDVHGVWXG\ZDVUHSRUWHGE\WKH8QLWHG.LQJGRP
&KLOGKRRG&DQFHU6WXG\8.&&6DQGWKH\GLGQRWREVHUYHDQ\HOHYDWHGULVNRI
FKLOGKRRGOHXNHPLDUHODWHGWRKLJKHULQGRRUUDGRQFRQFHQWUDWLRQV25 
&,IRUWKHFRQFHQWUDWLRQV!%TP8.&KLOGKRRG&DQFHU6WXG\
,QYHVWLJDWRUVD)RUDPDMRULW\RIFDVHVWKH\FDUULHGRXWUDGRQPHDVXUHPHQWV
LQWZRGLIIHUHQWURRPVLQWKHGZHOOLQJSUHFHGLQJGLDJQRVLVE\VL[PRQWKV+RZHYHU
WKHLUVWXG\DOVRVXIIHUHGIURPORZDYHUDJHUDGRQFRQFHQWUDWLRQV²%TP
3UHOLPLQDU\UHVXOWVIURPD-DSDQHVHVWXG\ZLWKRQO\DWHQWKRIWKHVDPSOHVL]HRI
WKH8.&&6ZHUHSXEOLVKHG LQ  DV D FRQJUHVV SDSHU <RVKLQDJD7RNRQDPL
$NLED1LWWD	.DEXWR7KH\KDGRQO\WHQFDVHVZLWKH[SRVXUHVH[FHHGLQJ
%TPDQGIRUWKHVHFRQGH[SRVXUHFDWHJRU\²%TPWKH\UHSRUWHGDQ
25RIH[DFWO\RQH&,7KHFDWHJRULHVZLWKKLJKHUH[SRVXUHVKRZHG
DQRQVLJQLILFDQWXSZDUGWUHQGEXWWKH\ODFNHGLQVDPSOHVL]H
$GLOHPPDRIFKRRVLQJEHWZHHQDODUJHUVDPSOHVL]HDQGPRUHDFFXUDWHH[SRVXUH
DVVHVVPHQWKDVSUHYDLOHGLQWKHILHOG(YROXWLRQRIVWXGLHVRQFKLOGKRRGOHXNHPLD
DQGLQGRRUUDGRQ LQJHQHUDOVWDUWHGZLWKHFRORJLFDOVWXGLHVWKHQPRYHGWRFDVH
FRQWUROVWXGLHVZLWKGLUHFWPHDVXUHPHQWVDQGWKHQWRZDUGVPRGHOEDVHGVWXGLHV$
'DQLVKHIIRUWRQWKHHIIHFWRIUHVLGHQWLDOUDGRQZDVSXEOLVKHGLQ5DDVFKRX
1LHOVHQHWDO5DDVFKRX1LHOVHQHWDOUHSRUWHGDQHOHYDWHGUHODWLYHULVN55
RI&,SHU%TP\HDUVIRU$//:KHQWKH\UHVWULFWHGWKH
DQDO\VLV WR VXEMHFWV ZKR KDG OLYHG LQ RQO\ VLQJOHIDPLO\ KRXVHV WKURXJKRXW WKHLU
FKLOGKRRGWKHH[FHVVULVNLQWHUHVWLQJO\DOPRVWWULSOHGWRD55RI&,
,PSRUWDQWO\WKH'DQLVKVWXG\KDGFRPSOHWHUHJLVWHUEDVHGUHVLGHQWLDOKLVWRULHV
DYDLODEOH ZKLFK PDGH WKH H[SRVXUH DVVHVVPHQW PRUH DFFXUDWH ,Q DGGLWLRQ WKH
DYHUDJHLQGRRUUDGRQFRQFHQWUDWLRQVDUHORZLQ'HQPDUN%TPLQFRPSDULVRQ
WRRWKHU(XURSHDQFRXQWULHV8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWV
RI$WRPLF5DGLDWLRQ%HIRUHSXEOLVKLQJWKHLUVWXG\RQULVNDVVHVVPHQWWKH
SUHGLFWLRQPRGHOZDVSUHVHQWHGDQGHYDOXDWHGVHSDUDWHO\$QGHUVHQHWDO
$VLPLODUPRGHOEDVHGDSSURDFKZDVXVHGE\+DXULHWDOZLWK6ZLVVGDWD+DXUL
HWDO8VLQJDFHQVXVEDVHGFRKRUWVWXG\GHVLJQDQGDSUHYDOLGDWHGSUHGLFWLRQ
PRGHOWKH\GLGQRWILQGHYLGHQFHRIDQLQFUHDVHGFKLOGKRRGOHXNHPLDULVN+DXULHW
DO,QDJHDGMXVWHGDQDO\VHVWKH\UHSRUWHGD+5RI&,
IRUDQLQFUHDVHRI%TPLQDYHUDJHUDGRQFRQFHQWUDWLRQ
.HQGDOOHWDODOVRHYDOXDWHGWKHHIIHFWRQLQGRRUUDGRQXVLQJDUHDEDVHGUDGRQ
FRQFHQWUDWLRQHVWLPDWLRQ.HQGDOOHWDO0LOHVHWDO,QWKH8.VWXG\
D QRQVLJQLILFDQW UHODWLYH ULVN RI   &,   UHODWHG WR FKLOGKRRG

OHXNHPLDZDVUHSRUWHG7KHJHRPHWULFPHDQRILQGRRUUDGRQFRQFHQWUDWLRQVLQWKH
8QLWHG.LQJGRPZDVORZ%TP
$UHFHQWSXEOLFDWLRQRQFKLOGKRRGOHXNHPLDEDVHGRQ1RUZHJLDQGDWDUHSRUWHG
QR HOHYDWHG ULVN UHODWHG WR FKLOGKRRG OHXNHPLD DQG LQ D PRGHO DGMXVWHG IRU DOO
DYDLODEOHSRWHQWLDOFRQIRXQGHUVREVHUYLQJD+5RI&,IRUHYHU\
%TPLQFUHDVHLQDYHUDJHFRQFHQWUDWLRQ'HO5LVFR.ROOHUXGHWDO7KH\
KDGGLUHFWPHDVXUHPHQWVDYDLODEOHRQO\IRURIWKHGZHOOLQJVDQGWKH\SUHGLFWHG
WKHFRQFHQWUDWLRQVIRUWKHPLVVLQJPHDVXUHPHQWVXVLQJDWOHDVWILYHQHDUHVWDYDLODEOH
PHDVXUHPHQWVLQVLGHDGHILQHGEXIIHUUDGLXVIRUSUHGLFWLRQ.ROOHUXGHWDO
7KHPRVWUHFHQWDWWHPSWWRVWXG\WKHPDWWHUZDVE\D)UHQFKVWXG\DQGLWZDV
SXEOLVKHGDORQJVLGHWKHLUVWXG\RQWHUUHVWULDOEDFNJURXQGUDGLDWLRQ)RUDOOFKLOGKRRG
OHXNHPLDV WKH\ UHSRUWHG D6,5RI &, IRU HYHU\%TP
LQFUHDVHLQDYHUDJHLQGRRUUDGRQFRQFHQWUDWLRQ7KHH[SRVXUHDVVHVVPHQWZDVEDVHG
RQPHDVXUHPHQWVRILQGRRUUDGRQDQGD[NPJULGPDSZDVFRQVWUXFWHG
7KHDXWKRUVHVWLPDWHWKDWWKHLUDSSURDFKZDVDEOHWRH[SODLQRIWKHYDULDQFHLQ
LQGRRUUDGRQEDVHGRQVSDWLDOFRRUGLQDWHVRI WKHKRPH ORFDWLRQ'HPRXU\HWDO

 2WKHUZHOOHVWDEOLVKHGULVNIDFWRUV
'RZQV\QGURPHKDVEHHQLGHQWLILHGDVDULVNIDFWRUIRUFKLOGKRRGOHXNHPLDZLWKD
FRQVLGHUDEO\KLJKULVNHVWLPDWH+DVOHHWDOUHSRUWDVWDQGDUGL]HGLQFLGHQFHUDWLRRI
&,IRUDOOOHXNHPLDV)RUFKLOGUHQXQGHUWKHDJHRIWHQWKH6,5
ZDV&,+DVOH
5DUH JHQHWLF FRQGLWLRQV DIIHFWLQJ '1$ UHSDLU KDYH EHHQ DVVRFLDWHG ZLWK
FKLOGKRRGOHXNHPLD$OWHUHWDOFRPELQHGUHVXOWVIURPIRXUFRKRUWVWXGLHVDQGIRXQG
D UHODWLYH ULVN RI  IRU $0/ DPRQJ )DQFRQL DQHPLD SDWLHQWV $OWHU 
,QFLGHQFHVDUHVHYHUHO\HOHYDWHG!RIVXEMHFWVZLWKWKHSUHGLVSRVLWLRQDOVRIRU
IDPLOLDO SODWHOHW GLVRUGHU 6FKZDFKPDQ'LDPRQG V\QGURPH 6HYHUH FRQJHQLWDO
QHXWURSHQLD LQFOXGLQJ .RVWPDQQ V\QGURPH 1LMPHQ EUHDNDJH V\QGURPH
G\VNHUDWRVLVFRQJHQLWDO:LVNRWW$OGULFKV\QGURPHDQG%ORRPV\QGURPHDPRQJD
IHZRWKHUVUDUHJHQHWLFGLVHDVHV6WLHJOLW]	/RK
$PHWDDQDO\VLVE\&DXJKH\HWDOUHSRUWHGDQHOHYDWHG25RIFKLOGKRRGOHXNHPLD
IRU ODUJHELUWKZHLJKW&,7KH25SHUJRIDGGLWLRQDO
ZHLJKW ZDV   &,   DQG VSHFLILFDOO\ IRU $0/ WKH\ REVHUYHG

VXJJHVWLRQVRID8VKDSHGULVNDVVRFLDWLRQLPSO\LQJDSRWHQWLDOULVNUHODWHGDOVRWR
ORZELUWKZHLJKWV&DXJKH\	0LFKHOV
,QDUHYLHZDUWLFOHE\3XLHWDOOLWHUDWXUHRQFKHPRWKHUDS\DJHQWVZDVUHYLHZHG
DQGWRSRLVRPHUDVH,,LQKLELWRUVVRPHDQWKUDF\FOLQHVPLWR[DQWURQHGDFWLQRP\FLQ
DQGGLR[\SLSHUD]LQHGHULYDWLYHVZHUHUHSRUWHGWREHFDSDEOHRI WULJJHULQJWKHUDS\
UHODWHG$0/DVD VHFRQGDU\PDOLJQDQF\ 3XL	5HOOLQJ7KHHYLGHQFHZDV
FRQIOLFWLQJ UHJDUGLQJ WKH H[LVWHQFH RI GRVHUHVSRQVH UHODWLRQVKLS ,Q VXPPDU\
FXPXODWLYH HWRSRVLGH GRVHV EHORZ  PJP KDG QHJOLJLEOH ULVN  RI
VHFRQGDU\$0/3XL	5HOOLQJ
$ UHYLHZ E\ %HOVRQ HW DO VXPPDUL]HV WKH HIIHFWV RI SDUHQWDO RFFXSDWLRQDO
H[SRVXUHV DQG SRVLWLYH UHVXOWVZHUH UHSRUWHG RQ SDUHQWDO H[SRVXUH WR SDLQWV DQG
SLJPHQWV %HOVRQ.LQJVOH\	+ROPHV/HXNHPLDZDVDOVRUHSRUWHGPRUH
IUHTXHQWO\IRUFKLOGUHQZKRVHPRWKHUVKDGZRUNHGLQPHWDOPDQXIDFWXULQJWH[WLOH
LQGXVWU\RUGUXJPDQXIDFWXULQJ3RVLWLYHUHVXOWVZHUHUHSRUWHGDOVRIRUVROYHQWVDQG
SHVWLFLGHV $ VWXG\ E\ %XFNOH\ HW DO LQFOXGHG UHVXOWV DOVR RQ EHQ]HQH DQG WKH\
UHSRUWHGDQ25RI&,IRURYHUGD\VRIRFFXSDWLRQDOH[SRVXUH
WRSHWUROHXPSURGXFWV%XFNOH\HWDO$PHWDDQDO\VLVRQSDUHQWDOEHQ]HQH
H[SRVXUHDOVRUHSRUWHGDUHODWLYHULVNRI&,IRUDQ\SDUHQWV·
RFFXSDWLRQDO RU KRXVHKROG H[SRVXUH WR EHQ]HQH &DUORV:DOODFH =KDQJ 6PLWK
5DGHU	6WHLQPDXV7KHULVNHVWLPDWHVZHUHKLJKHUIRUPDWHUQDOH[SRVXUH
DQG$0/
'LIIHUHQFHVLQULVNRIFKLOGKRRGOHXNHPLDEHWZHHQHWKQLFLWLHVKDYHEHHQUHSRUWHG
LQ WKH86$XVLQJD ODUJHFDVHFRQWUROVWXG\FDVHVFRQWUROVHVSHFLDOO\
UHODWHG WR$//DV WKH LQFLGHQFHRI$0/ LVPRUH VLPLODU IRU DOOPDMRU HWKQLFLWLHV
UHVLGLQJLQWKH86$2NVX]\DQHWDO,QWKH86$WKHRGGVUDWLRIRU$IULFDQ
$PHULFDQFKLOGUHQZDV VLJQLILFDQWO\ ORZHU 25  &, ZKHQ
FRPSDUHGWRZKLWHFKLOGUHQ$OVR+LVSDQLFHWKQLFLW\ZDVDVVRFLDWHGZLWKKLJKHUULVN
RI$//25 &,DV$VLDQHWKQLFLW\ZDVDVVRFLDWHGZLWKDQ
LQFUHDVHGULVNRI$0/25 &,
)DPLOLDODJJUHJDWLRQRIFKLOGKRRGOHXNHPLDKDVEHHQVWXGLHGDQGDKLJKHUWKDQ
H[SHFWHGSHUFHQWDJHRIFDVHVZDVREVHUYHGIRUPRQR]\JRWLFWZLQVZKHQFRPSDUHG
ZLWK GL]\JRWLF WZLQV %XFNOH\ HW DO 8QOLNH IRU RWKHU GLVHDVHV D GLIIHUHQW
PHFKDQLVP LQVWHDG RI VKDUHG LQKHULWDQFH KDV EHHQ VXJJHVWHG IRU FKLOGKRRG
OHXNHPLD DQG WKHPXWDWLRQFRXOGEHGLVVHPLQDWHG WR WKHRWKHU WZLQYLDSODFHQWDO
FLUFXODWLRQ )RUG HW DO  ,Q JHQHUDO FKLOGKRRG$//GRHVQRW DSSHDU WREH
DIIHFWHGE\RYHUDOOKLVWRU\RIFDQFHU=LHUKXW/LQHW5RELVRQ6HYHUVRQ	6SHFWRU
 6LEVKLS FRQFRUGDQFHRI FKLOGKRRG OHXNHPLDKDV EHHQ VWXGLHG DQG VSHFLILF

VXEW\SHVFRRFFXUUHGVLJQLILFDQWO\PRUHWKDQH[SHFWHGS6FKPLHJHORZHW
DO
 :HOOHVWDEOLVKHGSURWHFWLYHIDFWRUV
6RPHIDFWRUVKDYHEHHQIRXQGWREHSURWHFWLYHRIFKLOGKRRGFDQFHU%UHDVWIHHGLQJ
KDVVKRZQSURWHFWLYHVLJQVLQDPHWDDQDO\VLVRIVWXGLHV$Q\EUHDVWIHHGLQJIRUD
GXUDWLRQORQJHUWKDQPRQWKVVKRZHGDQ25RI&,DQGWKXV
WKHDXWKRUVVXJJHVWWKDWEUHDVWIHHGLQJLQIDQWVFRXOGLQWKHRU\SUHYHQW²RI
DOOFKLOGKRRGOHXNHPLDGLDJQRVHV$PLWD\	.HLQDQ%RNHU
'D\FDUHDWWHQGDQFHKDVDOVREHHQVWXGLHGDQGDVLJQLILFDQWO\UHGXFHGHIIHFWZDV
REVHUYHG7KHH[SRVXUHLQWKHVWXG\ZDVGHILQHGDVVSHQWWLPHLQGD\FDUHZLWKWKH
SUHVHQFHRIDJLYHQQXPEHURIFKLOGUHQFKLOGKRXUV7KHDXWKRUVUHSRUWDQ25RI
UHODWHGWRHYHU\FKLOGKRXUVRIGD\FDUH0DHWDO
7KHILQGLQJVVXSSRUWWKHGHOD\HGLQIHFWLRQK\SRWKHVLV*UHDYHV
,Q D SRROHG DQDO\VLV RI WKH &KLOGKRRG /HXNHPLD ,QWHUQDWLRQDO &RQVRUWLXP
&/,&VWXGLHVPDWHUQDOIROLFDFLGVXSSOHPHQWDWLRQDWSUHFRQFHSWLRQZDVDVVRFLDWHG
ZLWKDORZHUULVNRIFKLOGKRRGOHXNHPLD25 &,,QPRUH
GHWDLOHG DQDO\VHV WKH DXWKRUV REVHUYHG WKDW WKH SURWHFWLYH HIIHFW ZDV ODUJHU IRU
IDPLOLHVZLWKORZHUOHYHORIHGXFDWLRQ0HWD\HUHWDO
 6XJJHVWHGDVVRFLDWLRQV
7KHUHDUHUHVXOWVIURPDUHFHQWPHWDDQDO\VLVWKDWDQ\YDFFLQDWLRQEHIRUHWKHDJHRI
RQHSURWHFWVDJDLQVWFKLOGKRRGOHXNHPLDZLWKDQ25RI&,
KRZHYHUWKHQDWXUHRIWKHILQGLQJLVUHODWLYHO\LPSUHFLVHDVWKHHIIHFWFRXOGQRWEH
SLQSRLQWHGWRDQ\VSHFLILFYDFFLQDWLRQ0RUUDHWDO$OOHUJLHVKDYHDOVREHHQ
VWXGLHGDVDSRWHQWLDOHWLRORJLFDO IDFWRURIFKLOGKRRGOHXNHPLDDQGDUHFHQWPHWD
DQDO\VLV E\:DOODFH HW DO IRXQG DQ RYHUDOO SURWHFWLYH QRQVLJQLILFDQW DVVRFLDWLRQ
UHODWHG WRFKLOGKRRG$//25 &, :DOODFHHWDO
:KHQ KD\ IHYHU ZDV DQDO\]HG VHSDUDWHO\ D VLJQLILFDQW SURWHFWLYH RGGV UDWLR ZDV
REVHUYHG25 
7KHHIIHFWVRISDUHQWDOVPRNLQJZHUHVWXGLHGXVLQJ&/,&GDWDDQGQRFRQVLVWHQW
HIIHFWZDVIRXQGZLWKFKLOGKRRG$0/IRUPDWHUQDOVPRNLQJEHIRUHGXULQJRUDIWHU
SUHJQDQF\2QO\LQVXEJURXSDQDO\VHVWKHDXWKRUVREVHUYHGDQHOHYDWHGULVNDPRQJ
WKH +LVSDQLF SRSXODWLRQ DQG WKH\ FRQFOXGH WKDW WKH GLIIHULQJ ILQGLQJ FRXOG EH

H[SODLQHGE\VPRNLQJKDELWVRUWKHXQGHUO\LQJELRORJ\0HWD\HUHWDO,QWKH
VDPH VWXG\ SDWHUQDO VPRNLQJ ZDV VLJQLILFDQWO\ DVVRFLDWHG ZLWK HOHYDWHG ULVN RI
FKLOGKRRGOHXNHPLDLQDSRROHGDQDO\VLV25 &,
7KHHIIHFWRISDUHQWDODJHZDVH[SORUHGXVLQJ&/,&GDWDLQDSRROHGDQDO\VLVDQG
LQFUHDVHGSDWHUQDODJHZDVDVVRFLDWHGZLWKFKLOGKRRGOHXNHPLDLQDQDO\VHVEDVHGRQ
ERWKVHOIUHSRUWHGVXUYH\GDWD25 &,DQGUHJLVWHUGDWD25
 &,$VLPLODUVLJQLILFDQWULVNZDVDVVRFLDWHGZLWKPDWHUQDO
DJH EXW RQO\ EDVHG RQ UHJLVWHUEDVHG VWXGLHV 25     &,  
3HWULGRXHWDO
7KHHIIHFWRIDIDPLO\·VVRFLRHFRQRPLFVWDWXVKDVDOVREHHQVWXGLHGDQG.UROOHW
DO UHSRUWHG EDVHG RQ (QJOLVK DQG :HOVK UHJLVWHUEDVHG GDWD KLJKHU FKLOGKRRG
OHXNHPLD LQFLGHQFH LQ DIIOXHQW FRPPXQLWLHV .UROO 6WLOOHU0XUSK\	&DUSHQWHU
7KH\K\SRWKHVL]HG WKDW WKLVFRXOGEHSDUWO\GXH WRXQGHUGLDJQRVLVRI WKH
ORZHUFDWHJRULHVRUWKHKLJKHU6(6FDWHJRULHVFRXOGDOVREHDVVRFLDWHGZLWKRWKHUULVN
IDFWRUVRIFKLOGKRRGOHXNHPLDVXFKDVSRSXODWLRQPL[LQJRUGHOD\HGLQIHFWLRQZKLFK
PLJKWEHWKHPRUHOLNHO\UHDVRQRIWKHWZR*UHDYHV.LQOHQ
3DUHQWDOH[SRVXUHWRSHVWLFLGHVZDVHYDOXDWHGZLWKDPHWDDQDO\VLVE\:LJOHHWDO
DQGWKH\GLGQRWREVHUYHDQRYHUDOODVVRFLDWLRQZLWKSDWHUQDORFFXSDWLRQDOSHVWLFLGH
H[SRVXUHDQGFKLOGKRRGOHXNHPLD25 &,EXWIRUPDWHUQDO
SUHQDWDORFFXSDWLRQDOH[SRVXUH WKH\ UHSRUWHGDQ25RI &,
:LJOH7XUQHU	.UHZVNL'XULQJWKHVDPH\HDU7XUQHUHWDOFRQGXFWHGD
PHWDDQDO\VLVRIWKHUHVLGHQWLDOSHVWLFLGHH[SRVXUHDQGWKH\UHSRUWDQRYHUDOO25RI
&,IRUDQ\SHVWLFLGHH[SRVXUHGXULQJSUHJQDQF\7XUQHU:LJOH
	 .UHZVNL  7KH\ UHSRUWHG VLJQLILFDQWO\ HOHYDWHG DVVRFLDWLRQV DOVR IRU
LQVHFWLFLGHDQGKHUELFLGHH[SRVXUHVGXULQJSUHJQDQF\DVZHOO DV IRUSHVWLFLGHDQG
LQVHFWLFLGH H[SRVXUHV GXULQJ FKLOGKRRG7KHVH DQDO\VHVZHUH KRZHYHU EDVHG RQ
VHOIUHSRUWHGH[SRVXUHVDQGDUHWKXVSURQHWRUHVSRQGHUDQGUHFDOOELDV$PRUH
UHFHQW SRROHG DQDO\VLV UHSRUWHG DQ HOHYDWHG25 IRU PDWHUQDO SHVWLFLGH H[SRVXUH
UHODWHG WR$0/ 25  &,  DQGSDWHUQDOSHVWLFLGH H[SRVXUH
UHODWHGWR$//25 &,%DLOH\HWDO7KHSDWHUQDO
H[SRVXUHDSSHDUHGWREHGULYHQE\7$//SDWLHQWVRYHUWKHDJHRIILYH\HDUV
7KHHIIHFWRIQRQLRQL]LQJHOHFWURPDJQHWLFUDGLDWLRQKDVEHHQVWXGLHGDQGWKH
,QWHUQDWLRQDO $JHQF\ IRU 5HVHDUFK RQ &DQFHU ,$5& FRQFOXGHG LQ  WKDW
H[WUHPHO\ ORZ IUHTXHQF\PDJQHWLF ILHOGVEHORQJ WRD FDWHJRU\RISRVVLEOHKXPDQ
FDUFLQRJHQV EDVHG RQ VWXGLHV RQ FKLOGKRRG OHXNHPLD $ UHYLHZ E\ 6FKX] HW DO
FRQFOXGHV WKDW WKHUH LV LQVXIILFLHQW HYLGHQFH WR DOWHU WKLV FRQFOXVLRQ 6FKX] 	
$KOERP  7KH DXWKRUV DOVR VXPPDUL]H WKDW WKH DWWULEXWDEOH IUDFWLRQ RI

H[WUHPHO\ ORZ IUHTXHQF\PDJQHWLF ILHOG H[SRVXUH LV ORZ  ²  LI FDXVDOLW\ LV
DVVXPHG $ PRUH UHFHQW SRROHG DQDO\VLV FRQFOXGHV VLPLODUO\ WKDW PDJQHWLF ILHOG
VKRXOGUHPDLQDSRVVLEOHFDUFLQRJHQ)RUWKHKLJKHVWH[SRVXUHFDWHJRU\RI!7
WKH\REVHUYHGDQ25RI.KHLIHWVHWDO
6SDWLRWHPSRUDOFOXVWHULQJRIFKLOGKRRGOHXNHPLDKDVEHHQVWXGLHGDQGLQDUHFHQW
6ZLVVVWXG\WKHDXWKRUVREVHUYHGFOXVWHULQJUHODWHGHVSHFLDOO\WR7(/$0/JHQHWLF
VXEW\SH.UHLVHWDO7KH25IRUD7(/$0/SRVLWLYHSUHVHQWLQJIURPD
FOXVWHUZDV&,ZKHQFRPSDUHGWRQRQFOXVWHUHGFDVHV7KHUH
DUHDOVRHDUOLHUVWXGLHVZLWKUHVXOWVVXSSRUWLQJDGHJUHHRIFOXVWHULQJ$OH[DQGHUHW
DO0F1DOO\$OH[DQGHU	%LWKHOO
7KHUHSURGXFWLYHKLVWRULHVRIPRWKHUVKDYHEHHQDQDO\]HGLQDFDVHFRQWUROVWXG\
E\5RVVHWDODQGRYHUDOOWKH\UHSRUWHGDVLJQLILFDQWRGGVUDWLRUHODWHGWRSUHYLRXV
PLVFDUULDJHV25 5RVVHWDO,QDGGLWLRQWKHUHDUH
HDUOLHU SXEOLFDWLRQV ZLWK FRQFRUGDQW UHVXOWV .D\H HW DO  <HD]HO %XFNOH\
:RRGV5XFFLRQH	5RELVRQ.DUDOH[LHWDOSXEOLVKHGDPHWDDQDO\VLVRQWKH
VDPH VXEMHFW DQG UHSRUWHG DQ25RI  &,   IRU DQ\ IHWDO ORVV
.DUDOH[L'HVV\SULV6NDONLGRXHWDO
0DUFRWWHHWDOVWXGLHGWKHHIIHFWVRIFDHVDUHDQGHOLYHU\RQFKLOGKRRGOHXNHPLD
XVLQJWKHFRPSDWLEOHVXEVHWRI&/,&GDWDDQGREVHUYHGWKDWSUHODERXUFDHVDUHDQ
GHOLYHU\ ZDV VLJQLILFDQWO\ DVVRFLDWHG ZLWK FKLOGKRRG OHXNHPLD LQ D ODUJH SRROHG
DQDO\VLV   &,   7KH ULVN ZDV QRW DVVRFLDWHG ZLWK HPHUJHQF\
FDHVDUHDQ VHFWLRQV DQG WKH DXWKRUV K\SRWKHVL]HG WKDW WKH ULVN FRXOG EH GXH WR
GLIIHULQJ DFWLYDWLRQ RI WKH LPPXQH V\VWHP LQ WKH DEVHQFH RI WKH QRUPDO VWUHVV
UHVSRQVHUHODWHGWRYDJLQDOGHOLYHU\+RZHYHUWKHDXWKRUVVXJJHVWWKDWIXWXUHVWXGLHV
VKRXOG WU\ WR DFFRXQW IRU WKH LQGLFDWLRQ RI WKH FDHVDUHDQ VHFWLRQ DVPLVVLQJ WKLV
LQIRUPDWLRQFRXOGKDYHFDXVHGVRPHELDVWRWKHLURZQUHVXOWV0DUFRWWHHWDO
7KHHIIHFWRISDUHQWDODOFRKROFRQVXPSWLRQZDVUHYLHZHGDQGDPHWDDQDO\VLVRI
WKH H[LVWLQJ VWXGLHVZDV FRQGXFWHGE\.DUDOH[L HW DO UHSRUWLQJ DQ HOHYDWHGGRVH
UHVSRQVH DVVRFLDWLRQ IRU$0/ 25  &, ZKHQFRPSDULQJ
PRGHUDWH DOFRKRO FRQVXPSWLRQ WR QR FRQVXPSWLRQ .DUDOH[L 'HVV\SULV
7KRPRSRXORV HW DO 1R DVVRFLDWLRQZDV REVHUYHG IRU$// LQ WKHPHWD
DQDO\VLV7KHUHDUHDOVRKLJKO\SXWDWLYH UHVXOWV IURPDVLQJOH&KLQHVHFDVHFRQWURO
VWXG\WKDWFRQVXPSWLRQRIFXUHGVPRNHGPHDWPRUHWKDQRQFHSHUZHHNFRXOGEH
UHODWHGWRKLJKHUULVNRIFKLOGKRRGOHXNHPLD25 &,ZKHUHDV
FRQVXPSWLRQRIYHJHWDEOHVZDVREVHUYHGWREHDVVRFLDWHGZLWKORZHUULVNV25 
&,WKH.DRKVLXQJ/HXNHPLD5HVHDUFK*URXSHWDO

,WKDVEHHQK\SRWKHVL]HGWKDW0//SRVLWLYH$0/FDQDULVHDIWHUFKHPRWKHUDS\
ZLWKWRSRLVRPHUDVH,,LQKLELWRUV&RQVXPHGIRRGDOVRFRQWDLQVFKHPLFDOVZLWKWKLV
DFWLYLW\DQGWKXVPDWHUQDOFRQVXPSWLRQRIVXFKIRRGVFRXOGLQFUHDVHWKHULVNRI0//
SRVLWLYH$0/RILQIDQWV7KLVZDVLQYHVWLJDWHGE\6SHFWRUHWDODQGWKH\REVHUYHG
WKDW FRQVXPLQJ IRRGV ZLWK KLJKHU WRSRLVRPHUDVH ,, LQKLELWRU DFWLYLW\ VHHPHG WR
LQFUHDVH OHXNHPLD ULVN 25   &,  ZKHQ FRPSDULQJ WKH ORZHVW
TXDUWLOHWRWKHKLJKHVW7KH\DOVRUHSRUWHGWKDWFRQVXPSWLRQRIIUHVKYHJHWDEOHVDQG
IUXLWVGXULQJSUHJQDQF\ZDVDVVRFLDWHGZLWKDGHFUHDVHGULVNRIFKLOGKRRGOHXNHPLD
SDUWLFXODUO\WKH0//W\SH25 &,ZKHQFRPSDULQJWKHORZHVW
TXDUWLOHWRWKHKLJKHVW6SHFWRU
)HZ VWXGLHV KDYH UHSRUWHG UHVXOWV VXJJHVWLYH RI D GHJUHHRI VHDVRQDOLW\ LQ WKH
LQFLGHQFHRIFKLOGKRRGOHXNHPLDSRLQWLQJWRZDUGVLQIHFWLRXVHWLRORJ\:HVWHUEHHN
HWDOUHSRUWHGDVLJQLILFDQWH[FHVVRIGLDJQRVHVGXULQJVXPPHUXVLQJGDWDIURPWKH
8QLWHG.LQJGRP:HVWHUEHHNHWDO%DVHGRQDQDO\VHVZLWKGDWDIURPWKH
86$5RVVHWDOZHUHDEOHWRYHULI\DKLJKHULQFLGHQFHRI$//GXULQJVXPPHUV5RVV
HWDO
 &RPSOHWHQHVVRIUHVLGHQWLDOKLVWRULHV
:KHQ HVWLPDWLQJ HQYLURQPHQWDO IDFWRUV W\SLFDOO\ WKH ORFDWLRQ LV WKH PDLQ
GHWHUPLQDQWRI H[SRVXUHEXW FKDQJHV LQ H[SRVXUH OHYHOVRFFXURYHU WLPHDVZHOO
'RPHVWLFH[SRVXUHVDUHWKHPRVWLPSRUWDQWVRXUFHDVFKLOGUHQVSHQGPRVWRIWKHLU
WLPHKRPHLQ)LQODQG0lNHOlLQHQHWDO7KHHIIHFWRIFRPSOHWHUHVLGHQWLDO
KLVWRULHVLQVWXGLHVRIEDFNJURXQGUDGLDWLRQDQGFKLOGKRRGOHXNHPLDLVRQHSRVVLELOLW\
WRH[SORUHWKHVXEMHFW
.HQGDOO HW DO UHSRUWHG UHVXOWV UHODWHG WR UHVLGHQWLDO KLVWRULHV IURP WKHLU ODUJH
%ULWLVK FDVHFRQWURO VWXG\ RI FKLOGKRRG OHXNHPLD .HQGDOO :DNHIRUG %XQFK
9LQFHQW	/LWWOH7KH\IRXQGWKDWRIFDVHVKDGQRWPRYHGEHWZHHQWKHLU
ELUWKDQGGLDJQRVLV:KHQWKH\ORRNHGDWRQO\OHXNHPLDGLDJQRVHVXQGHUWKHDJHRI
ILYH\HDUVRIWKHFDVHVKDGPRYHGDQGZHUHOLYLQJZLWKLQNPRIWKHLU
RULJLQDODGGUHVV7KH\REVHUYHGWKDWWKHPHDQJDPPDGRVHUDWHFRUUHODWHGZHOO
EHWZHHQWKHFRXQW\GLVWULFWRIELUWKDQGFRXQW\GLVWULFWRIGLDJQRVLV
%DVHGRQWKHVDPHFRKRUWXVHGIRUWKH6ZLVVEDFNJURXQGUDGLDWLRQVWXG\.UHLV
HWDOREVHUYHGWKDWRIWKHLUFDVHVKDGPRYHGEHWZHHQELUWKDQGGLDJQRVLV.UHLV
HWDO$VXEFRKRUWRIWKH6ZLVVGDWDZLWKVWDEOHUHVLGHQFLHVWKURXJKRXWWKH
VWXG\SHULRGZDVDQDO\]HGVHSDUDWHO\DQGWKH+5IRUWKLVFRKRUWZDVIRXQGWREH
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
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ZKLOHWKHPDLQUHVXOWXVLQJWKHIXOOGDWDZDV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,QWKH)UHQFKVWXG\RIEDFNJURXQGUDGLDWLRQDQGFKLOGKRRGOHXNHPLDWKHDXWKRUV
QRWHWKDWRIWKHVXEMHFWVKDGEHHQOLYLQJLQWKHVDPHPXQLFLSDOLW\IURPELUWKWR
GLDJQRVLV'HPRXU\HWDO7KH\DOVRUHSRUWHGDFRUUHODWLRQFRHIILFLHQWRI
IRUJDPPDUDGLDWLRQEHWZHHQWKHWZRDGGUHVVHV7KH'DQLVKVWXG\RQLQGRRUUDGRQ
E\5DDVFKRX1LHOVHQHWDOQRWHGWKDWRIWKHLUVXEMHFWVKDGOLYHGLQWKHVDPH
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\RXQJFKLOGUHQ,,
 7RGHYHORSDVWDWLVWLFDOPRGHOIRUHVWLPDWLQJLQGRRUUDGRQFRQFHQWUDWLRQVLQVLGH
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
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 &DVHLGHQWLILFDWLRQ
/LNH VRPH PRGHUQ FRXQWULHV )LQODQG KDV D QDWLRQZLGH FDQFHU UHJLVWU\ )LQQLVK
&DQFHU5HJLVWU\ ,WFRYHUVDOOPDOLJQDQWGLVHDVHVGLDJQRVHG LQ)LQODQGDIWHU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/HLQRQHQ 5DQWDQHQ 3LWNlQLHPL 	 0DOLOD  +RVSLWDOV SK\VLFLDQV DQG
ODERUDWRULHVDUHUHTXLUHGE\ODZ$FWRQ1DWLRQDO3HUVRQDO5HFRUGV.HSWXQGHUWKH
+HDOWK&DUH6\VWHPWRQRWLI\WKH)LQQLVK&DQFHUUHJLVWU\RIHYHU\QHZ
FDVH RI FKLOGKRRG OHXNHPLD LQ DGGLWLRQ WR RWKHU PDOLJQDQW GLVHDVHV ZLWKRXW DQ\
FRQVHQWRI WKHSDWLHQW7KH)LQQLVK&DQFHU UHJLVWU\DOVR UHWULHYHV LQIRUPDWLRQRQ
GHDWK FHUWLILFDWHV IURP 6WDWLVWLFV )LQODQG DQQXDOO\ ,Q WKH FDVH RIPLVVLQJ FOLQLFDO
QRWLILFDWLRQ WKH WUHDWLQJ KRVSLWDO LV UHPLQGHG 7KH FRYHUDJH RI )LQQLVK &DQFHU
5HJLVWU\LVHVWLPDWHGWREHIRUQRQVROLGWXPRUVIRUDOOSRSXODWLRQ/HLQRQHQ
0LHWWLQHQ+HLNNLQHQ3LWNlQLHPL	0DOLOD)RUSHGLDWULF²\HDUVQRQ
VROLG WXPRUV WKH FRYHUDJHKDV UHFHQWO\EHHQHVWLPDWHG WREH &,
-RNHOD/HLQRQHQ0DOLOD7DVNLQHQ0DGDQDW+DUMXRMD:HLGHQWLILHG
DOO²\HDUROGFKLOGUHQGLDJQRVHGZLWKOHXNHPLDEHWZHHQ\HDUVDQG
7KHGLDJQRVWLFFRGHVXVHGLQWKHFROOHFWLRQZHUH0²0DFFRUGLQJWR,&'
2FODVVLILFDWLRQ7KHVHGLDJQRVHVZHUHIXUWKHUFODVVLILHGLQWRILYHFDWHJRULHVXVLQJ
GLDJQRVWLF GDWD IURP )LQQLVK XQLYHUVLW\ KRVSLWDOV SUH%$// 7FHOO DFXWH
O\PSKREODVWLFOHXNHPLD7$//XQFODVVLILHG$//$0/DQGRWKHUV)URP)LQQLVK
&DQFHU5HJLVWU\ZHUHFHLYHGGDWDRQWKHPRQWKRIGLDJQRVLVDQGZKHWKHUWKHFKLOG
KDGDSUHYLRXVFDQFHUKLVWRU\,QWRWDOZHUHFHLYHGFKLOGKRRGOHXNHPLDFDVHV

 &RQWUROVHOHFWLRQ
7KH3RSXODWLRQ5HJLVWHU&HQWUHKDVHVVHQWLDOO\FRPSOHWHGDWDRQDOO)LQQLVKFLWL]HQV
:HUDQGRPO\VHOHFWHGWKUHHFRQWUROVIRUHYHU\FDVH7KH\ZHUHLQGLYLGXDOO\PDWFKHG
E\WKH\HDURIELUWKDQGVH[WRIRUPFDVHFRQWUROVHWVRIIRXUVXEMHFWVRQHFDVHDQG
WKUHHFRQWUROV7RDYRLGFRUUHODWLRQEHWZHHQWKHYDOXHVRIJHRORJLFDOPHDVXUHPHQWV
ZH RSWHG QRW WR PDWFK E\ JHRJUDSKLFDO DUHD +RZHYHU WKLV FRXOG UHVXOW LQ
GLVVLPLODULWLHVLQWKHZHOOHVWDEOLVKHGULVNIDFWRUVLQVLGHFDVHFRQWUROVHWVDQGFRXOG
UHVXOWLQFRQIRXQGLQJ)RXURIWKHFDVHVKDGSURKLELWHGWKHXVHRIWKHLULQIRUPDWLRQ
LQ3RSXODWLRQ5HJLVWHU&HQWUHDQGWKUHHKDGLQYDOLGSHUVRQDOLGHQWLILFDWLRQQXPEHU
LQWKH)LQQLVK&DQFHU5HJLVWU\·VGDWDEDVH$IWHUWKHVHH[FOXVLRQVZHKDG
FDVHVDQGFRQWUROVVWXG\VXEMHFWV
)URP WKH 3RSXODWLRQ 5HJLVWHU &HQWUH ZH DOVR FROOHFWHG WKH LGHQWLWLHV RI WKH
SDUHQWVRIWKHVWXG\VXEMHFWVWREHIXUWKHU OLQNHGWRRWKHUGDWDEDVHVIRUSRWHQWLDO
FRQIRXQGHUVDQGH[SRVXUHGDWD:HDOVRFROOHFWHGGDWDRQWKHUHVLGHQWLDOKLVWRULHV
RIWKHVWXG\VXEMHFWVIURPWKH3RSXODWLRQ5HJLVWHU&HQWUH
:HJDLQHGGDWDRQHYHU\VWDUWDQGHQGGDWHRIHDFKUHVLGHQWLDOSHULRGDOORZLQJXV
WRPDS WKH FRPSOHWH UHVLGHQWLDOKLVWRU\ IRU HDFK VWXG\ VXEMHFW$V VRPH VXEMHFWV
ZHUHGLDJQRVHGLQDW\HDUVRIDJHZHQHHGHGGDWDRQWKHVXEMHFWVVWDUWLQJ
IURP(DFKEXLOGLQJLQWKHVXEMHFWV·UHVLGHQWLDOKLVWRULHVZDVIXUWKHUOLQNHGZLWK
WKH3RSXODWLRQ5HJLVWHU&HQWUH·VEXLOGLQJUHJLVWU\XVLQJWKHEXLOGLQJV·LGHQWLILFDWLRQ
FRGHV7KH%XLOGLQJUHJLVWU\FRQWDLQHGLQIRUPDWLRQRQWKHW\SHRIEXLOGLQJKRXVH
YVDSDUWPHQWEXLOGLQJPDWHULDOVDUHDDQGYROXPHRIWKHEXLOGLQJQXPEHURIIORRUV
H[LVWHQFHRIEDVHPHQW\HDURIFRPSOHWLRQW\SHRIYHQWLODWLRQDQGVSDWLDOFRRUGLQDWHV
LQ(75670),1JHRGHWLFGDWXP
)RUUHVLGHQWLDOSHULRGVDEURDGQ RIDOOUHVLGHQWLDOSHULRGVZHKDGQR
DFFXUDWHLQIRUPDWLRQDQGIRUVRPHUHVLGHQWLDOSHULRGVRQO\WKHPXQLFLSDOLW\RIWKH
UHVLGHQF\ZDVNQRZQDQGWKHH[DFWGZHOOLQJFRXOGQRWEHVSHFLILHG
 ([FOXVLRQV
7KHPDLQDQDO\VHVZHUHFDUULHGRXWXVLQJD ODWHQF\SHULRGRIWZR\HDUV'LIIHULQJ
WLPH VSDQV ZHUH WHVWHG LQ VHQVLWLYLW\ DQDO\VHV :LWK WKH VWXG\ RQ EDFNJURXQG
UDGLDWLRQZHPRGHOOHGWKHH[SRVXUHLQXWHURE\DVVXPLQJDQH[WUDH[SRVXUHSHULRG
EDVHGRQWKHJHVWDWLRQDOWLPHLQWKHGZHOOLQJRIELUWK
7KHXVHRIDODWHQF\SHULRGHIIHFWLYHO\UHVXOWHGLQQXOOH[SRVXUHIRUVXEMHFWVXQGHU
WKHDJHRIWZRDWGLDJQRVLV$SDUWIURPWKLVRQO\VHYHQFDVHVZHUHORVWGXHWRGDWD

KDQGOLQJSURKLELWLRQVRUIDXOW\LGHQWLILFDWLRQFRGHV,QWKHVWXG\RQ&7VFDQVZH
H[FOXGHGSDWLHQWVZLWK'RZQV\QGURPHRUZLWKSUHYLRXVPDOLJQDQFLHVWRFRQWUROIRU
FRQIRXQGLQJE\LQGLFDWLRQ6XEMHFWVZLWKPDMRUFRQJHQLWDOPDOIRUPDWLRQVKHDUW*,
WUDFWZHUHDOVRH[FOXGHGIURPLQWKDWVWXG\
7KHOHQJWKRIWKHODWHQF\SHULRGWZR\HDUVZDVEDVHGRQHDUOLHUSXEOLFDWLRQV
)RUH[DPSOHLQWKHVWXG\RQ&7VFDQVWKLVKHOSVWRDYRLGUHYHUVHFDXVDWLRQ$OVR
WKHXVHRIDODWHQF\SHULRGKHOSVWRHOLPLQDWHSDVVLYHGRVHVZKLFKLQWXUQFRXOGUHVXOW
LQXQGHUHVWLPDWLRQRIWKHVWXGLHGSRWHQWLDOULVNIDFWRU$SDVVLYHGRVHLVGHILQHGDV
WKHUDGLDWLRQGRVHUHFHLYHGEHIRUHWKHRXWFRPHRILQWHUHVWWHPSRUDOO\WRRFORVHWRLW
WR EH DEOH WR FRQWULEXWH WR LWVPDQLIHVWDWLRQ 7KH EDVLF H[FOXVLRQV UHODWHG WR DOO
SXEOLVKHGDUWLFOHVDUHVXPPDUL]HGLQWKH)LJXUH



)LJXUH )ORZFKDUWLQGLFDWLQJLGHQWLILFDWLRQRIWKHFDVHVDQGFRQWUROV
 'DWDRQH[SRVXUHVDQGH[SODQDWRU\YDULDEOHV
 &RQJHQLWDOPDOIRUPDWLRQV
:H FROOHFWHG GDWD RQ FRQJHQLWDO PDOIRUPDWLRQV IURP WKH 1DWLRQDO ,QVWLWXWH IRU
+HDOWKDQG:HOIDUH·V&RQJHQLWDO0DOIRUPDWLRQ5HJLVWHUWREHXVHGDVH[SODQDWRU\
YDULDEOHVLQWKHDQDO\VHV7KHUHJLVWHUZDVHVWDEOLVKHGLQDQGWKHGDWDLVVRXUFHG

IURPSK\VLFLDQVKRVSLWDOVSUHQDWDODQGFKLOGZHOIDUHFOLQLFVF\WRORJLFODERUDWRULHV
WKH 0HGLFDO %LUWK 5HJLVWHU WKH &DUH 5HJLVWHU IRU +HDOWK &DUH WKH 5HJLVWHU RI
,QGXFHG$ERUWLRQVDQGWKH5HJLVWHURI9LVXDO,PSDLUPHQW´5HJLVWHURI&RQJHQLWDO
PDOIRUPDWLRQV 7+/µ 7KH UHJLVWHU LV DOVR VXSSOHPHQWHGZLWKGDWD IURP
6WDWLVWLFV)LQODQGDQGWKH1DWLRQDO6XSHUYLVRU\$XWKRULW\IRU:HOIDUHDQG+HDOWK
,QIRUPDWLRQRQWKHPRWKHUSUHJQDQF\LQIDQWFRQJHQLWDODQRPDOLHVDQGDQRPDOLHV
LQIDPLO\PHPEHUVDUHVWRUHG7KHGDWDRQRWKHUPDOIRUPDWLRQVLQFOXGHGGDWDRQ
'RZQ V\QGURPH EXW DOVR RQ RWKHU PDOIRUPDWLRQV SRVVLEO\ LQGLFDWLYH RI DQ
XQGHUO\LQJJHQHWLFV\QGURPH
 3UHJQDQF\DQGELUWKGDWD
)URP WKH1DWLRQDO ,QVWLWXWH IRU+HDOWK DQG:HOIDUH·V0HGLFDO %LUWK5HJLVWHUZH
REWDLQHGGDWDRQWKHJHVWDWLRQDOZHHNVDQGELUWKZHLJKW7KLVUHJLVWHUZDVHVWDEOLVKHG
LQDQGPDMRUUHIRUPVZHUHFDUULHGRXWLQDQG´0HGLFDO%LUWK
5HJLVWHU7+/µ7KHUHJLVWHUFRQWDLQVGDWDRQWKHPRWKHUWKHSUHJQDQF\
WKHGHOLYHU\WKHLQIDQWWKHLQIDQW·VVWDWXVDWGLVFKDUJHDQGGLDJQRVHVXSWRWKHILUVW
ZHHNRIOLIH
)URPWKHUHFHLYHGLQIRUPDWLRQZHGHILQHGWKH´ ODUJHIRUJHVWDWLRQDODJHµYDULDEOH
DVWKHYDOXHVH[FHHGLQJWKSHUFHQWLOHRIELUWKZHLJKWUHODWLYHWRJHVWDWLRQDODJHDIWHU
DVVXPLQJ DQG YHULI\LQJ QRUPDOLW\ RI WKH GLVWULEXWLRQ:H DOVR REWDLQHG GDWD RQ
PDWHUQDO VPRNLQJ GXULQJ SUHJQDQF\ PRGH RI GHOLYHU\ DQG SDULW\ )RU PDWHUQDO
VPRNLQJGXULQJSUHJQDQF\WKHSURSRUWLRQRIPLVVLQJYDOXHVZDVKLJKHULQWKHHDUO\
VWXG\SHULRGEXWDIWHUWKH\HDUWKHGDWDZDVQHDUO\FRPSOHWHDQGLQWRWDO
RIWKHGDWDZDVPLVVLQJ
 +RVSLWDOL]DWLRQSHULRGV
)RUFDVHVDQGFRQWUROVZHFROOHFWHGGDWDRQDOOKRVSLWDOL]DWLRQSHULRGV)RUHDFKVWD\
LQWKHKRVSLWDOZHREWDLQHGWKHVWDUWDQGHQGGDWHVRIWKHYLVLWDQGWKHSULPDU\DQG
VHFRQGDU\GLDJQRVHVDVVLJQHGE\WKHUHVSRQVLEOHSK\VLFLDQ7KHUHJLVWHULQLWVUHFHQW
IRUP ZDV HVWDEOLVKHG LQ  ZKHQ LW UHSODFHG WKH +RVSLWDO 'LVFKDUJH 5HJLVWHU
´&DUH5HJLVWHUIRU+HDOWK&DUH7+/µ7KHUHJLVWHUFRQWDLQVGDWDRQSDWLHQWV
GLVFKDUJHG IURP LQSDWLHQW FDUH GD\ VXUJHULHV DQG VSHFLDOL]HGRXWSDWLHQW FDUH:H
UHFHLYHGGDWDRQRXWSDWLHQWYLVLWVRQO\IRUWKHODVW\HDURIWKHVWXG\SHULRG

7KH GDWD ZDV XWLOL]HG WR ORRN IRU GLDJQRVHV WKDW FRXOG OHDG WR FRQIRXQGLQJ E\
LQGLFDWLRQUHODWHGWRFRPSXWHUL]HGWRPRJUDSK\VFDQV
 3DUHQWDOVRFLRHFRQRPLFVWDWXVDQGHGXFDWLRQOHYHO
)URP 6WDWLVWLFV )LQODQG ZH FROOHFWHG GDWD RQ SDUHQWDO VRFLRHFRQRPLF VWDWXV DQG
HGXFDWLRQ7KHUHFHQWFODVVLILFDWLRQZDVHVWDEOLVKHGLQDQGLWLVEDVHGRQWKH
UHFRPPHQGDWLRQVE\WKH8QLWHG1DWLRQV,WFRQWDLQVVHYHQFODVVHVEDVHGRQVRFLDO
DQGHFRQRPLFFKDUDFWHULVWLFV´7LODVWRNHVNXV/XRNLWXNVHW&ODVVLILFDWLRQRI6RFLR
HFRQRPLF*URXSV0HWDGDWDµ:HUHFHLYHGWKHGDWDIRUERWKSDWHUQDO
DQG PDWHUQDO VRFLRHFRQRPLF VWDWXV DQG HGXFDWLRQ VHSDUDWHO\ (GXFDWLRQ ZDV
FDWHJRUL]HGLQWRWKUHHFODVVHVXSSHUVHFRQGDU\EDFKHORU·VGHJUHHDQGPDVWHU·VRU
GRFWRU·VGHJUHH7KHVRFLRHFRQRPLFVWDWXVRQWKHRWKHUKDQGKDGILYHFODVVHVVHOI
HPSOR\HG XSSHU OHYHO HPSOR\HHV ORZHU OHYHO HPSOR\HHV PDQXDO ZRUNHUV DQG
RWKHUV:HUHFHLYHGORQJLWXGLQDOGDWDRQILYHWLPHSRLQWV
ZLWKILYH\HDULQWHUYDOV7KHGDWDRQERWKHGXFDWLRQDQGVRFLRHFRQRPLFVWDWXV
ZHUHLQFOXGHGLQWKHPRGHOVDVSRWHQWLDOFRQIRXQGHUV
 &RPSXWHUL]HGWRPRJUDSK\VFDQV
:HFROOHFWHGGDWDRQ DOO HOHFWURQLFDOO\ DYDLODEOH&7 VFDQV IURP WHQRI WKH ODUJHVW
KRVSLWDOVLQ)LQODQG7KLVLQFOXGHGDOOILYHXQLYHUVLW\KRVSLWDOVLQ)LQODQGDQGWKHILYH
ODUJHVWFHQWUDOKRVSLWDOV:HHVWLPDWHGWKDWWKLVWHQKRVSLWDODSSURDFKZRXOGFRYHU
DSSUR[LPDWHO\ RI DOOSHGLDWULF&7 VFDQV GXULQJRXU VWXG\SHULRGZKLFKZDV
GHHPHGVXIILFLHQW,,,VXSSOHPHQWDU\PDWHULDO%ULHIO\ZHH[WUDSRODWHGOLQHDUO\WKH
DQQXDO QXPEHUV EDVHG RQ GDWD IURP +HOVLQNL 8QLYHUVLW\ +RVSLWDO ZLWK WKH
DVVXPSWLRQ WKDW FHQWUDO KRVSLWDOV ERXJKW WKHLU ILUVW VFDQQHUV DIWHU WKH XQLYHUVLW\
KRVSLWDOV7KHQXPEHURIFROOHFWHGVFDQVZDVIXUWKHUOLPLWHGE\WKHVWDUWGDWHRIWKH
HOHFWURQLFUHFRUGDYDLODELOLW\)RUWKHXQLYHUVLW\KRVSLWDOVDOOVFDQVDIWHU\HDU
ZHUHDYDLODEOHEXWIRUWKHILYHFHQWUDOKRVSLWDOVDOOVFDQVZHUHDYDLODEOHRQO\DIWHU
WKH\HDU7KHGDWDZDVUHFRUGHGLQWKHSDWLHQWHOHFWURQLFPHGLFDOUHFRUGVDV
SURFHGXUHFRGHVZKLFKZHUHXVHGWRGHULYHDOORIWKHVFDQGDWDXVHGLQWKHVWXG\
6RPHXQFHUWDLQW\LVUHODWHGWRWKHSURFHGXUHFRGHVXVHGDVWKH\FKDQJHGPXOWLSOH
WLPHVGXULQJRXUVWXG\SHULRGDQGGLIIHUHQWKRVSLWDOVDGDSWHGQHZFRGHVDWGLIIHUHQW
WLPHV7KLVFRXOGOHDGWRPLVFODVVLILFDWLRQDQGVRPH&7VFDQVEHLQJPLVVHGLQRXU
GDWDEDVHTXHULHV

(YHQWXDOO\ZHGHFLGHGWRFROOHFWDOODYDLODEOHSHGLDWULF&7VFDQVEXWSULRUWRWKH
GLUHFWFROOHFWLRQRI&7VFDQVZHFROOHFWHGIURPWKHGDWDEDVHRI7DPSHUH8QLYHUVLW\
+RVSLWDO DOVR WKH GLDJQRVHV SUHFHGLQJ WKH FRPSXWHUL]HG WRPRJUDSK\ VFDQV :H
SLORWHGDQDSSURDFKWRLGHQWLI\LQGLFDWLRQVWKDWZRXOGOHDGWRSHGLDWULFWRPRJUDSKLHV
ZLWKKLJKSUREDELOLW\ LQ VHDUFK IRU DPHDQV WR FRPSUHKHQVLYHO\ DSSUR[LPDWH WKH
QXPEHURI&7 VFDQV LQRXU VWXG\SRSXODWLRQ:HTXHULHG DOO GLDJQRVHVGD\V
EHIRUHHDFKSHGLDWULFFRPSXWHUL]HGWRPRJUDSK\VFDQDQGVHOHFWHGWKHPRVWUHFHQW
RQHVZKHQPRUHWKDQRQHZDVIRXQGIRUDVLQJOHSDWLHQW$OVRWKUHVKROGVRI
DQGGD\VZHUHH[SHULPHQWHGZLWK(YHQWXDOO\QRGLDJQRVHVKLJKO\LQGLFDWLYHRID
&7VFDQZHUHIRXQGDQGZHSUHIHUUHGWRGLUHFWO\FROOHFWDOOSHGLDWULFVFDQVIURPWKH
ODUJHVWKRVSLWDOV+RZHYHUGHFHQWOLNHOLKRRGUDWLRVZHUHREVHUYHGIRUKHDGWUDXPDV
RWKHUWUDXPDVDQGKHDGDFKHVEXWWKHDEVROXWHSUREDELOLWLHVRID&7VFDQIROORZLQJ
WKHGLDJQRVHV UHPDLQHG ORZ7KHGDWDRQ WKHVHH[SHULPHQWDO DQDO\VHVZLOOQRWEH
UHSRUWHGPRUHVSHFLILFDOO\
$QH[SHULHQFHGKRVSLWDOSK\VLFLVWFRPSLOHGDWDEOHRIW\SLFDO&7VFDQSDUDPHWHUV
XVHG LQ SHGLDWULF&7 VFDQV GXULQJ RXU VWXG\ SHULRG7KH GDWDZDV REWDLQHG LQ D
VXLWDEOHIRUPDWWREHXVHGZLWKWKH1DWLRQDO&DQFHU,QVWLWXWH'RVLPHWU\V\VWHPIRU
&RPSXWHG7RPRJUDSK\1&,&7VRIWZDUH1&,&7LVDPRGHUQFDOFXODWRUIRU&7
RUJDQGRVHVDQGLWUHSRUWVDEVRUEHGGRVHVWRRUJDQVEDVHGRQSDWLHQWVH[DQGDJH
DQGVFDQSDUDPHWHUVYROWDJHFXUUHQWSLWFKPDQXIDFWXUHUPRGHOILOWHUV/HH.LP
%ROFK0RUR]	)ROLR
 *HRORJLFDOGDWD
7REHXVHGLQWKHGRVHHVWLPDWLRQPRGHOVZHFROOHFWHGWHUUDLQHOHYDWLRQIURPVHD
OHYHOIURPWKH*HRORJLFDO6XUYH\RI)LQODQGDVDKLJKUHVROXWLRQJULGPDSP[
P:HDOVRFROOHFWHGGDWDRQWKHW\SHRIVRLOZKLFKZDVIXUWKHUFODVVLILHGE\LWV
SHUPHDELOLW\E\DWKUHHWLHUYDULDEOH,QDGGLWLRQZHFROOHFWHGGDWDRQWKHORFDWLRQRI
JHRORJLFDOIRUPDWLRQVE\WKHODWHVWLFHDJHPDLQO\FRDUVHJUDYHOHVNHUV7KHPDSV
RI WKHVRLO W\SHDQGJHRORJLFDO IRUPDWLRQVZHUHYHFWRUEDVHGDQGPDUJLQVRI WKH
SRO\JRQVZHUHKDQGGUDZQE\FDUWRJUDSKHUVEDVHGRQUHDOJHRORJLFDOPHDVXUHPHQW
GDWDSHUVRQDOFRPPXQLFDWLRQZLWKHPSOR\HHVRIWKH*HRORJLFDO6XUYH\RI)LQODQG
7KHYHFWRUPDSVZHUHHYDOXDWHGIRUUHFRQVWUXFWLQJUHVLGHQWLDOKLVWRULHVXVLQJ*,6
EDVHGORFDWLRQVFULSWVDQGEDVLF5DQG9%$VHDUFKDOJRULWKPV%RWKWKHHOHYDWLRQ
DQGVRLOW\SHZHUHXVHGLQWKHDQDO\VHVRILQGRRUUDGRQ)RUWKHEDFNJURXQGUDGLDWLRQ

VWXG\WKHHOHYDWLRQZDVHYDOXDWHGIRUFDVHVDQGFRQWUROVWRDSSUR[LPDWHWKHSRWHQWLDO
YDULDWLRQLQFRVPLFUDGLDWLRQ
 5DGLDWLRQGDWD
:HREWDLQHGNP[NPJULGPDSVRIWKHEDFNJURXQGUDGLDWLRQGRVHUDWHVDQG
VRLO·V XUDQLXP FRQFHQWUDWLRQ IURP WKH 5DGLDWLRQ DQG 1XFOHDU 6DIHW\ $XWKRULW\
)LJXUH$VLPLODUPDSRQWKH&KHUQRE\OIDOORXWZDVDOVRREWDLQHGWRJHWKHUZLWK
ORQJLWXGLQDOGDWDRQWKHGHFD\RIWKHIDOORXWIURPIL[HGPHDVXULQJVWDWLRQVWRPRGHO
WKHH[SRQHQWLDOGHFD\DQGVLQNLQJRIWKHUDGLRDFWLYHPDWWHU,Q)LQODQGWKHLQGRRU
PHDVXUHPHQWV ZHUH FDUULHG RXW XVLQJ WKHUPROXPLQHVFHQW GRVLPHWHU FKLSV DQG
RXWGRRUPHDVXUHPHQWVXVLQJDPRELOHVXUYH\ZLWKDYHKLFOHZDVFRQGXFWHGXVLQJD
*HLJHU0OOHU WXEH DQG D KLJKSUHVVXUH LRQL]DWLRQ FKDPEHU $UYHOD HW DO 
$UYHOD 0DUNNDQHQ 	 /HPPHOl  :H DOVR UHFHLYHG PXQLFLSDOLW\ VSHFLILF
PHGLDQ EDFNJURXQG UDGLDWLRQ DQG UDGRQ RXWGRRU GRVH UDWHV FDOFXODWHG E\ WKH
5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\
:HREWDLQHGWKH5DWLNNDGDWDEDVHRILQGRRUUDGRQPHDVXUHPHQWVZKLFKFRQVLVWV
RIERWKUHSUHVHQWDWLYHVXUYH\PHDVXUHPHQWVDQGSULYDWHO\SXUFKDVHGPHDVXUHPHQWV
7KHGDWDEDVHFRQWDLQVRYHUPHDVXUHPHQWV LQRYHUGZHOOLQJV7KH
GDWDFRQWDLQVWKHVWDUWDQGHQGGDWHVRIWKHPHDVXUHPHQWLQDGGLWLRQWRWKHDGGUHVV
GDWD ZLWK UHYLVHG LQGRRU UDGRQ FRQFHQWUDWLRQV ,Q )LQODQG LQGRRU UDGRQ
PHDVXUHPHQWVDUHFRQGXFWHGXVLQJFDOLEUDWHGDQGVWDQGDUGL]HGSRO\FDUERQDWHDOSKD
WUDFNGHWHFWRUV9DOPDULHWDO
$QHPSOR\HHRIWKH5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\IURPWKHGHSDUWPHQW
RI 5DGLDWLRQ 3UDFWLFHV 5HJXODWLRQ FRPSLOHG D OLVW RI DOO UHJLVWHUHG &7 VFDQQLQJ
GHYLFHV LQ WKH WHQ ODUJHVW )LQQLVK KRVSLWDOV 7KH OLVW FRQWDLQHG GDWD RQ WKH
PDQXIDFWXUHUDQGWKHPRGHOVRIWKHVFDQQHUVDVZHOODVWKH\HDURIUHJLVWUDWLRQ



)LJXUH 7KHHIIHFWLYHEDFNJURXQGUDGLDWLRQGRVHUDWHVLQ)LQODQGRXWGRRUV
 *HQHWLFGDWD
:HFROOHFWHGHOHFWURQLFDOO\DYDLODEOHPRUHDFFXUDWHGLDJQRVWLFGDWDRQWKHGLDJQRVHV
RI FKLOGKRRG OHXNHPLD FDVHV IURP GDWDEDVHV RI DOO ILYH XQLYHUVLW\ KRVSLWDOV 7KH
JHQHWLFVXEW\SHVZHUHDFFXUDWHO\DYDLODEOHIRUPRVWFDVHVEXWGXHWRFKDQJHVLQWKH
GLDJQRVWLFSURFHVVHVGXULQJWKHVWXG\SHULRGDQGVPDOOQXPEHUVRIVRPHVXEW\SHV
ZHFODVVLILHGWKHPLQWRIRXUFDWHJRULHVEDVHGRQFRQVXOWDWLRQIURPDQH[SHULHQFHG
FOLQLFLDQ 7(/$0/+LJKK\SHUGLSORLG\RWKHUDEQRUPDOLWLHV DQGQRUPDO7KH
GHFLVLRQZDVDOVRDIIHFWHGE\WKHQHFHVVLW\WRKDYHVXIILFLHQWO\VL]HGFODVVHV


 'RVHHVWLPDWLRQ
 %DFNJURXQGUDGLDWLRQ
7KHFRQYHUVLRQIURPDEVRUEHGGRVHWRHTXLYDOHQW5%0GRVHZDVDFKLHYHGE\ILUVW
FRQYHUWLQJWKHDEVRUEHGGRVHUDWHVLQVTXDUHPDSVWRHIIHFWLYHGRVHUDWHVRXWGRRUV
$ FRHIILFLHQW RI  6Y*\ ZDV XVHG WR DFFRXQW IRU WKH VKLHOGLQJ RI WLVVXHV
6XEVHTXHQWO\WKHHTXLYDOHQWGRVHWRUHGERQHPDUURZZDVREWDLQHGXVLQJPHWKRGV
SXEOLVKHGE\.HQGDOOHWDOE\LQWHUSRODWLQJWKHFRQYHUVLRQFRHIILFLHQWVLQEHWZHHQ
WKHWKUHHSXEOLVKHGSRLQWHVWLPDWHVIRUDJHVZHHNV\HDUVDQG\HDUV.HQGDOO
HW DO  8QLWHG 1DWLRQV 6FLHQWLILF &RPPLWWHH RQ WKH (IIHFWV RI $WRPLF
5DGLDWLRQ,WZDVDOVRQHFHVVDU\ WRDFFRXQWIRU WKH WLPHVSHQW LQGRRUV LH
RFFXSDQF\ZKHQHVWLPDWLQJWRWDOGRVHV,QJHQHUDODFRHIILFLHQWRIKDVEHHQXVHG
WRPRGHORFFXSDQF\8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWVRI$WRPLF
5DGLDWLRQ  +RZHYHU LQ )LQODQG VXUYH\ VWXGLHV RQ FKLOGUHQ·V DJHVSHFLILF
RFFXSDQF\KDYHEHHQFRQGXFWHGDQGWKLVDOORZVDPRUHDFFXUDWHDSSURDFK\HDUV
DQG!\HDUV0lNHOlLQHQHWDO
$QRWKHUDVSHFWRIGRVHHVWLPDWLRQLVWDNLQJLQWRDFFRXQWWKHVKLHOGLQJSURSHUWLHV
RIWKHGLIIHUHQWEXLOGLQJPDWHULDOVRIWKHGZHOOLQJV5RFNEDVHGEXLOGLQJPDWHULDOV
KDYHEHHQIRXQGWRUHVXOWLQLQFUHDVHGGRVHUDWHVLQGRRUV7KLVLVGXHWRWKHIDFWWKDW
WKHUDGLRDFWLYHHOHPHQWVRIWKHEXLOGLQJPDWHULDODUHGHFD\LQJ$OVRWKHFRPSRVLWLRQ
RIWKHFRQFUHWHW\SLFDOO\UHIOHFWVWKHFRPSRVLWLRQRIWKHORFDOVRLO,Q)LQODQGWKH
RXWGRRU GRVH UDWHV FDQ EH FRQYHUWHG LQWR LQGRRU GRVH UDWHV LQ KRXVHV ZLWK D
FRHIILFLHQWRIDQGDFRHIILFLHQWRIFDQEHXVHGIRUDSDUWPHQWV+RXVHVDUH
PRUHFRPPRQO\EXLOWIURPZRRGZKLOHUHLQIRUFHGFRQFUHWHLVWKHPRVWFRPPRQ
PDWHULDOIRUDSDUWPHQWV$UYHODHWDO
8VLQJWKHVHPHWKRGVZHFDOFXODWHGWKH5%0GRVHVUHODWHGWRHDFKUHVLGHQWLDO
SHULRG DQG DGGHG WKHP WRJHWKHU WR REWDLQ WKH WRWDO FXPXODWLYH GRVH IURP DOO
UHVLGHQWLDOSHULRGVRILQWHUHVW'LYLGLQJWKHFXPXODWLYHGRVHE\WKHFRPELQHGOHQJWK
RIUHVLGHQWLDOSHULRGVZHREWDLQHGDPHDQ5%0GRVHUDWHWREHXVHGLQWKHDQDO\VHV
 &RPSXWHUL]HGWRPRJUDSK\VFDQV
'RVLPHWULFGDWDLVVWRUHGLQPRGHUQSLFWXUHDUFKLYLQJDQGFRPPXQLFDWLRQV\VWHPV
3$&6 XVHG E\ KRVSLWDOV +RVSLWDOV PDQDJH WKHLU UDGLRORJ\ GHSDUWPHQWV ZLWK

UDGLRORJLFDOLQIRUPDWLRQV\VWHPV5,6DQG'LJLWDO,PDJLQJDQG&RPPXQLFDWLRQVLQ
0HGLFLQH',&20LVXVHGDVDVWDQGDUGLPDJHWUDQVIHUVHUYLFH,Q)LQODQGWKHXVH
RIGDWDEDVHVDOORZLQJWKHVHIXQFWLRQDOLWLHVVWDUWHGWREHFRPHPRUHFRPPRQDIWHU
WKH\HDUSHUVRQDOFRPPXQLFDWLRQ3lLYL/DDUQHDQGVLQFHRXUVWXG\SHULRG
H[WHQGHG WR HDUOLHU \HDUV ZH KDG WR EDVH RXU H[SRVXUH DVVHVVPHQW RQ GLIIHUHQW
PHWKRGV:HGHFLGHGRQXVLQJWZRGLVWLQFWDSSURDFKHVZKHQHVWLPDWLQJH[SRVXUH
IURPSHGLDWULFFRPSXWHUL]HGWRPRJUDSK\VFDQV)LUVWZHXVHGSXEOLVKHGWDEXODWLRQV
RI5%0GRVHVIURP&7VFDQVE\.LPHWDO.LPHWDO7KHLUHVWLPDWHVWDNH
LQWR DFFRXQW VH[ DQG DJH RI WKH VXEMHFW DV ZHOO DV WKH \HDU ZKHQ WKH VFDQ ZDV
SHUIRUPHG 7KHVH HVWLPDWHV ZHUH KRZHYHU EDVHG RQ GDWD IURP WKH 8QLWHG
.LQJGRP6HFRQGWRLPSURYHRQWKHHVWLPDWHVIURPWKHOLWHUDWXUHZHGHFLGHGRQ
XVLQJPRGHUQGRVHHVWLPDWLRQVRIWZDUH1&,&7/HHHWDO
7KH1&,&7VRIWZDUHUHTXLUHGGDWDRQWKHVFDQQHUPDQXIDFWXUHUVFDQQHUPRGHO
WKH ERG\ SDUW XVH RI ILOWHUV DQG WKH XVHG VFDQQLQJ SDUDPHWHUV WXEH SRWHQWLDO
FXUUHQWSLWFKDQGFROOLPDWLRQZKLFKDUHFUXFLDOWRREWDLQLQJDQHVWLPDWHRIUHFHLYHG
GRVH)URPWKHLPDJLQJFRGHVDQGSHUVRQDOLGHQWLILFDWLRQFRGHVZHGHULYHGWKHERG\
SDUWLPDJLQJGDWHDQGWKHDJHDQGVH[RIWKHVXEMHFW7KHGDWDRQUHJLVWHUHGVFDQQHUV
LQ)LQODQGZDVREWDLQHGIURPWKH5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\DQGZH
DVVXPHG WKDW WKH VFDQV ZHUH FDUULHG RXW XVLQJ WKHPRVW FRQWHPSRUDU\ VFDQQHUV
DYDLODEOHDWHDFKVLWHLQRXUPDLQDQDO\VHV7KHVFDQQLQJSDUDPHWHUVIRUGLIIHUHQWDJH
JURXSV\\\\DQG\DQGGLIIHUHQW\HDUV
ZHUH REWDLQHG IURP DQ H[SHULHQFHG KRVSLWDO SK\VLFLVW ZRUNLQJ DW WKH 7DPSHUH
8QLYHUVLW\+RVSLWDO$IWHUWKH5%0GRVHVZHUHFDOFXODWHGZLWK1&,&7ZHPRGHOOHG
WKHXVHRIFRQWUDVWPHGLDDQGIRUH[DPLQDWLRQVZKHUHLWZDVXWLOL]HGZHDGGHGDQ
H[SHULPHQWDO H[WUD5%0GRVH RI EDVHG RQ SHUFHQWDJHV SXEOLVKHG IRU RWKHU
RUJDQV$PDWRHWDO7KHXVHRIFRQWUDVWPHGLDZDVGHULYHGIURPWKHVFDQQLQJ
FRGHV
 ,QGRRUUDGRQ
7R SUHGLFW LQGRRU UDGRQ FRQFHQWUDWLRQV IRU WKH UHVLGHQWLDO SHULRGV RI RXU VWXG\
VXEMHFWV ZH FRQVWUXFWHG PXOWLSOH VWDWLVWLFDO SUHGLFWLRQ PRGHOV :KHQ PXOWLSOH
PHDVXUHPHQWVIURPDGZHOOLQJZHUHDYDLODEOHZHXVHGWKHILUVWRQHWRPLQLPL]HWKH
HIIHFWRISRWHQWLDOLQVWDOODWLRQVRIUDGRQSURWHFWLRQVROXWLRQV7KHSHUIRUPDQFHRI
WKHPRGHOVZDVHYDOXDWHGDQGWKH\ZHUHLQWHUQDOO\YDOLGDWHGZLWKDYDOLGDWLRQVDPSOH
DIWHUEXLOGLQJWKHPRGHOZLWKWKHWUDLQLQJVDPSOH7KHPRGHOVQHHGHGWREHEDVHG

RQYDULDEOHVWKDWZHUHQDWLRQDOO\DYDLODEOHIRUDOO)LQQVIURPWKHEXLOGLQJGDWDEDVHRI
WKH3RSXODWLRQ5HJLVWHU&HQWHU7KLVDOORZHG WKHPWREHDSSOLFDEOH IRUH[SRVXUH
DVVHVVPHQWLQQDWLRQZLGHVWXGLHV%HIRUHSUHGLFWLRQZHXVHGPXOWLSOHLPSXWDWLRQV
WR FRPSOHWH WKH GDWD RQ WKH SUHGLFWRUV$IWHU WUDQVIRUPLQJ WKH SUHGLFWHG LQGRRU
UDGRQFRQFHQWUDWLRQVIURPDWHQEDVHGORJDULWKPLFVFDOHEDFNWRDQDULWKPHWLFVFDOH
ZHREWDLQHGJHRPHWULFPHDQVIRUWKHSUHGLFWLRQV
)RUVXEMHFWVZKRKDG OLYHGDEURDGZHXVHGWKHZRUOG·VDYHUDJH LQGRRUUDGRQ
FRQFHQWUDWLRQ  %TP DV UHSRUWHG E\816&($5 8QLWHG1DWLRQV 6FLHQWLILF
&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ)RUWKHVXEMHFWVZLWKGDWD
DYDLODEOHRQO\RQPXQLFLSDOLW\RIUHVLGHQFHZHXVHGPXQLFLSDOLW\VSHFLILFDYHUDJHV
UHFHLYHGIURP5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\
)RUDVPDOOQXPEHURISUHGLFWLRQV1 ZHKDGGLUHFWPHDVXUHPHQWV
DYDLODEOHIURPWKHGZHOOLQJVRIVWXG\VXEMHFWVIRUIXUWKHUYDOLGDWLRQRIWKHPRGHO
:LWKRXW FRQVLGHULQJ WKH WHPSRUDO DVSHFW RI WKH UHVLGHQWLDO SHULRG DQG WKH
PHDVXUHPHQW ZH HYDOXDWHG WKH SHUIRUPDQFH RI RXU SUHGLFWLRQV DQG UHSRUWHG
FRHIILFLHQWVRIGHWHUPLQDWLRQIRUWKHDFFXUDF\RISUHGLFWLRQV
8VLQJ WKH SUHGLFWHG FRQFHQWUDWLRQV ZH FDOFXODWHG FXPXODWLYH H[SRVXUHV E\
PXOWLSO\LQJ WKH FRQFHQWUDWLRQ E\ WKH OHQJWK RI WKH UHVLGHQWLDO SHULRG 7KHVH
FXPXODWLYHH[SRVXUHVZHUHVXPPHGWRJHWKHUIRUHDFKVXEMHFWWRREWDLQFXPXODWLYH
H[SRVXUHVIRUHQWLUHVWXG\SHULRGV7KHDYHUDJHLQGRRUUDGRQFRQFHQWUDWLRQZDVDOVR
FDOFXODWHG IRU DOO VWXG\ VXEMHFWV E\ GLYLGLQJ WKH WRWDO FXPXODWLYH H[SRVXUHE\ WKH
FRPELQHGOHQJWKRIDOOUHVLGHQWLDOSHULRGV
:HRSWHGQRW WRHVWLPDWH5%0GRVHV IURPWKHSUHGLFWHG UDGRQH[SRVXUHV WR
HQVXUH FRPSDUDELOLW\ WR SUHYLRXV VWXGLHV $OVR WKH YDULDWLRQ LQ WKH 5%0 GRVH
HVWLPDWHVFDOFXODWHGZLWKSXEOLVKHGHVWLPDWLRQPHWKRGVLVFRQVLGHUDEOHDQGZHKDG
DOUHDG\ LQWURGXFHG XQFHUWDLQW\ LQ RXU H[SRVXUH DVVHVVPHQW E\ XVLQJ SUHGLFWLRQ
PRGHOVLQVWHDGRIGLUHFWPHDVXUHPHQWV+DUOH\	5REELQV.HQGDOO	6PLWK

 6WDWLVWLFDOPHWKRGV
 &RQGLWLRQDOORJLVWLFUHJUHVVLRQ
5HJUHVVLRQ DQDO\VHV DUH D FRPSUHKHQVLYH VHW RI PHWKRGV GHVLJQHG WR VWXG\ WKH
UHODWLRQVKLSVEHWZHHQYDULDEOHV$URUD	0DOKDQ7KHEDVLFLGHDLVWRKDYHD

VLQJOHRXWFRPHYDULDEOHDQGRQHRUPXOWLSOHH[SODQDWRU\YDULDEOHVDQGWKHDLPLVWR
PRGHODJLYHQFKDQJHLQWKHRXWFRPHYDULDEOHDVWKHFKDQJHRIH[SODQDWRU\YDULDEOHV
7KH H[SODQDWRU\ YDULDEOHV FDQ EH LQ JHQHUDO ELQDU\ FRQWLQXRXV RU FDWHJRULFDO
YDULDEOHV 8VLQJ GLIIHUHQW OLQN IXQFWLRQV DOORZV IRU GLIIHUHQW W\SHV RI RXWFRPH
YDULDEOHVELQDU\RUGHUHGFDWHJRULFDOXQGHUJHQHUDOL]HGOLQHDUPRGHOV
5HJUHVVLRQDQDO\VHVSURGXFHFRHIILFLHQWVDIWHUILWWLQJWKHPRGHOZKLFKUHSUHVHQW
WKHDVVRFLDWLRQWKHUHOHYDQWIDFWRUKDVZLWKWKHRXWFRPHYDULDEOH)RUFRQWLQXRXV
YDULDEOHVWKHILWWHGUHJUHVVLRQFRHIILFLHQWGHSLFWVDFKDQJHLQWKHRXWFRPHYDULDEOH
WKDW D XQLW FKDQJH RQ DYHUDJH D VSHFLILF H[SODQDWRU\ YDULDEOH ZLOO SURGXFH 7KH
PRGHOVFDQEHILWXVLQJDSOHWKRUDRIPDWKHPDWLFDOSURFHVVHVGHSHQGLQJRQWKHW\SH
RIUHJUHVVLRQPRGHO)RUH[DPSOHDQRUGLQDU\OHDVWVTXDUHVPHWKRGFDQEHXVHGZLWK
EDVLFOLQHDUUHJUHVVLRQ*DOWRQ
/RJLVWLFUHJUHVVLRQLVDVXEW\SHRIUHJUHVVLRQDQDO\VHVZKLFKLVGHVLJQHGWRPRGHO
ELQDU\ GHSHQGHQW YDULDEOHV E\ ILWWLQJ D ORJLVWLF IXQFWLRQ +RVPHU /HPHVKRZ	
+RVPHU  0DQ\ H[WHQVLRQV WR ORJLVWLF UHJUHVVLRQ KDYH EHHQ SXEOLVKHG
PXOWLQRPLDO RUGHUHG DQG FRQGLWLRQDO ZKLFK DOORZ WKH XVH RI GLIIHUHQW FODVV
YDULDEOHVDVWKHGHSHQGHQWYDULDEOHRUDGLIIHUHQWFRQILJXUDWLRQRIVWXG\VXEMHFWV
:LWKDELQDU\RXWFRPHYDULDEOHOHXNHPLDQROHXNHPLDDQGLQGLYLGXDOO\PDWFKHG
VWXG\ VXEMHFWV ZH XVHG FRQGLWLRQDO ORJLVWLF UHJUHVVLRQ DV WKH EDVLV RI RXU ULVN
DQDO\VHV %RWK XQDGMXVWHG DQG DGMXVWHG PXOWLSOH H[SODQDWRU\ YDULDEOHV DQDO\VHV
ZHUH SHUIRUPHG 7R FRQWURO IRU FRQIRXQGLQJ DQG IRUPRUH DFFXUDWH UHVXOWV ZH
LQFOXGHG WKH DYDLODEOH RWKHU H[SODQDWRU\ YDULDEOHV LQWR WKH PRGHOV DV SRWHQWLDO
FRQIRXQGHUV+RZHYHU WKH GHJUHHRIPLVVLQJGDWD RQ WKHSRWHQWLDO FRQIRXQGHUV
ZLGHQHGRXUFRQILGHQFHLQWHUYDOVLQVRPHFDVHVDQGZKHQDGMXVWLQJKDGQRHIIHFWRQ
WKHSRLQWHVWLPDWHRILQWHUHVWZHSUHIHUUHGFUXGHHVWLPDWHV
,QDGGLWLRQWRSURGXFLQJRGGVUDWLRVSHUXQLWLQFUHDVHRIWKHH[SRVXUHYDULDEOH
ZHFDWHJRUL]HGWKHPDLQH[SODQDWRU\YDULDEOHVLQWRTXDUWLOHVFDOFXODWHGRGGVUDWLRV
IRUHDFKRIWKHPDQGSORWWHGWKHHVWLPDWHVZLWKWKHLUFRQILGHQFHLQWHUYDOV:HXVHG
%H]LHUVPRRWKLQJZKHQ VKRZFDVLQJ WKHEDFNJURXQGUDGLDWLRQ UHVXOWV .LP.LP
3DUN +RQJ 	 -HRQJ  :H DOVR SORWWHG OLQHDU GRVHUHVSRQVH FXUYHV IRU
FRPSXWHUL]HGWRPRJUDSK\UHVXOWVRQDORJDULWKPLFVFDOH5HJDUGLQJWKHSUHGLFWLRQ
PRGHOV RI UHVLGHQWLDO UDGRQ FRQFHQWUDWLRQV ZH H[SHULPHQWHG ZLWK TXDGUDWLF
H[SODQDWRU\YDULDEOHVLQVHDUFKRIDPRGHOZLWKDVXSHULRUILW
7RDYRLGXVLQJWKHORZHVWTXDUWLOHDVWKHUHIHUHQFHJURXSZLWKQRHVWLPDWLRQRI
XQFHUWDLQW\ZHXVHGIORDWLQJDEVROXWHULVNWRJDLQQDUURZHUFRQILGHQFHLQWHUYDOVIRU
WKHWKUHHRWKHUTXDUWLOHV(DVWRQ3HWR	%DELNHU

 2GGVUDWLR
2GGVUDWLRLVDZLGHO\XVHGULVNVWDWLVWLF&RUQILHOG7KLVLVSDUWO\GLFWDWHGE\
WKHIDFWWKDWIURPFDVHFRQWUROGDWDLWLVQRWSRVVLEOHWRGHULYHUHODWLYHULVNVDQGRGGV
UDWLRVDUHSURGXFHGLQVWHDG/RJLVWLFUHJUHVVLRQLVDPDMRUPHWKRGWKDWSURGXFHVDV
LWVHVWLPDWHRGGVUDWLRVH[SODLQLQJLWVZLGHXVHLQFDVHFRQWUROVWXGLHV%\LWVQDPH
LWLVGHILQHGDVDUDWLRRIWZRRGGV2GGVRQWKHRWKHUKDQGUHSUHVHQWWKHOLNHOLKRRG
RIDFHUWDLQHYHQW2GGVDUHGHILQHGDVWKHQXPEHURISRVLWLYHELQDU\HYHQWVGLYLGHG
E\ WKHQXPEHURI QHJDWLYHELQDU\ HYHQWV ,Q FRPSDULVRQ D SUREDELOLW\ZRXOGEH
FDOFXODWHGZLWKWKHWRWDOQXPEHURIHYHQWVDVWKHGHQRPLQDWRU,QHSLGHPLRORJ\WKH
UHOHYDQWRXWFRPHLVGLIIHUHQWLDWLQJWKHWZRRGGVIURPHDFKRWKHUDQGWKXVRGGVUDWLR
LV DPHDQVRIHVWLPDWLQJ WKHHIIHFWRIDQH[SRVXUH$FFRUGLQJ WR WKH UDUHGLVHDVH
DVVXPSWLRQLIWKHSURSRUWLRQRIFDVHVLQWKHXQH[SRVHGSRSXODWLRQDSSURDFKHV]HUR
DQ RGGV UDWLR VWDUWV WR DSSURDFK UHODWLYH ULVN ZKLFK LVPRUH VWUDLJKWIRUZDUG WR
LQWHUSUHW ,QPDQ\FDVHV WKLVDSSOLHV WRFKLOGKRRG OHXNHPLDDV LW LV D UDUHGLVHDVH
2GGVUDWLRVDERYHXQLW\VXJJHVWWKDWWKHVWXGLHGH[SRVXUHLQFUHDVHVWKHULVNRIWKH
GLVHDVH
 &RYDULDWHVHOHFWLRQ
&RQIRXQGHUVDUHGHILQHGDVYDULDEOHVZLWKDFRQQHFWLRQWRERWKWKHRXWFRPHDWKDQG
DQGWKHVWXGLHGH[SRVXUH$OVRWKHFRQIRXQGHUFDQQRWEHDSDUWRIWKHFDXVDOFKDLQ
RIHYHQWVOHDGLQJWRWKHRXWFRPH,IWKHIUHTXHQFLHVRIWKHFRQIRXQGLQJYDULDEOHDUH
QRWHTXDODPRQJGLIIHUHQWLDOO\H[SRVHGVWXG\VXEMHFWVWKHFRHIILFLHQWVHVWLPDWHGE\
UHJUHVVLRQDQDO\VHVDUHFRQIRXQGHGDQGGRQRWUHSUHVHQWWKHWUXHDVVRFLDWLRQDQG
WKLVUHVXOWVLQPL[LQJRIHIIHFWV$VRXUVWXG\GHVLJQLVQRWUDQGRPL]HGDQGZHDUH
QRWDEOHWRDVVXPHWKDWERWKNQRZQDQGXQNQRZQFRQIRXQGHUVZRXOGEHHTXDOO\
GLVWULEXWHGZHQHHG WR FRQWURO IRU SRWHQWLDO FRQIRXQGLQJ7KHSUHIHUDEOHZD\ WR
FRQIURQWWKLVKXUGOHLVWRDGMXVWWKHXVHGUHJUHVVLRQPRGHOVZLWKNQRZQDQGSRWHQWLDO
FRQIRXQGHUVVRWKDWWKHFRHIILFLHQWVIURPWKHUHJUHVVLRQDQDO\VHVDUHDVUHOLDEOHDV
SRVVLEOH $QRWKHU ZD\ WR DGGUHVV WKH LVVXH ZRXOG EH WR VWUDWLI\ WKH DQDO\VHV E\
FDWHJRULHV RI WKH SRWHQWLDO FRQIRXQGHU 0DWFKLQJ FDQ DOVR EH XWLOL]HG WR DYRLG
FRQIRXQGLQJEXWLWVKRXOGEHOLPLWHGWRIHZVWURQJDQGZHOOPHDVXUHGFRQIRXQGHUV
WRDYRLGRWKHUELDVHVVXFKDVVSDUVHGDWDELDV 0DQVRXUQLD -HZHOO	*UHHQODQG


 (YDOXDWLRQRIHIIHFWPRGLILFDWLRQ
,QWKHFDVHRISRVLWLYHDVVRFLDWLRQUHODWHGWRDQ\JLYHQH[SRVXUHWKHHIIHFWPLJKWEH
GULYHQE\WKHZKROHVWXG\VDPSOHXQLIRUPO\RUWKHUHPD\EHDVPDOOHUVXEJURXSWKDW
LV PRUH UHVSRQVLEOH IRU WKH REVHUYHG HIIHFW )RU D VXEJURXS DOVR DQ RSSRVLWH
QHJDWLYHHIIHFWLVSRVVLEOH7KHFRPSOHPHQWVDPSOHPLJKWHYHQEHWRWDOO\XQDIIHFWHG
E\WKHH[SRVXUH
7R SUREH WKLV HIIHFW ZH UDQ VXEJURXS DQDO\VHV LQ ZKLFK VXEVDPSOHV ZHUH
DQDO\]HGVHSDUDWHO\DQGWKHFRHIILFLHQWVFRXOGEHFRPSDUHGWRRWKHUVXEJURXSV:H
DOVRLQFOXGHGPXOWLSOLFDWLYHLQWHUDFWLRQWHUPVLQWKHUHJUHVVLRQPRGHOVWRUHSUHVHQW
WKHMRLQWHIIHFWRIWKHH[SRVXUHRILQWHUHVWDQGWKHVXEJURXSGHILQLQJYDULDEOH,QWKH
FDVH RI D VWDWLVWLFDOO\ VLJQLILFDQW LQWHUDFWLRQ WHUP ZH ZRXOG FRQFOXGH RQ HIIHFW
PRGLILFDWLRQ E\ WKH JURXSLQJYDULDEOH (IIHFW PRGLILFDWLRQ FDQ DOVR EH IRXQG
EHWZHHQWZRLQGHSHQGHQWYDULDEOHVZKLFKERWKKDYHWKHLURZQLQGLYLGXDOHIIHFWV
EXWWKHLUFRPELQHGHIIHFWLVQRWHTXDOWRWKHVXPRIWKHLQGLYLGXDOHIIHFWV+RZHYHU
WKHHIIHFWPRGLILHULVQRWUHTXLUHGWRKDYHLWVRZQLQGLYLGXDOHIIHFWRQWKHRXWFRPH
 (VWLPDWLQJLQGRRUUDGRQFRQFHQWUDWLRQV
 5HJUHVVLRQPRGHOV
:KHQEXLOGLQJWKHSUHGLFWLRQPRGHOIRULQGRRUUDGRQFRQFHQWUDWLRQVZHRSWHGWR
EHJLQ ZLWK D VLPSOH OLQHDU UHJUHVVLRQ DV WKH IRXQGDWLRQ 7KH LQGRRU UDGRQ
FRQFHQWUDWLRQZDVORJWUDQVIRUPHGWRDFKLHYHQRUPDOLW\DQGRXWOLHUVZHUHH[FOXGHG
LIWKH\GLIIHUHGE\PRUHWKDQVWDQGDUGGHYLDWLRQVIURPWKHPHDQ
:HDOVREXLOWPRGHOVZLWKFDWHJRULFDODQGELQDU\GHSHQGHQWYDULDEOHVWRJDXJH
WKHLU SHUIRUPDQFH DQG VHH ZKHWKHU WKH KLJKHVW UDGRQ FRQFHQWUDWLRQV FRXOG EH
UHFRJQL]HG:HFDWHJRUL]HGWKHLQGRRUUDGRQFRQFHQWUDWLRQLQWRTXDUWLOHVDQGXVHG
ERWK RUGHUHG DQG PXOWLQRPLDO ORJLVWLF UHJUHVVLRQ UHVSHFWLYHO\ $OVR D ELQDU\
RXWFRPHYDULDEOHZLWKDQFXWRIIZDVPRGHOOHGZLWKWUDGLWLRQDOELQRPLDOORJLVWLF
UHJUHVVLRQ
:LWKWKHORJOLQHDUPRGHOZHEHJDQPRGHOOLQJZLWKDOOSRWHQWLDOSUHGLFWRUVDQG
XVHGD UHYHUVH VHOHFWLRQDOJRULWKPWR LGHQWLI\ WKHSUHGLFWRUVZKLFKKDG WKHPRVW
IDYRUDEOHHIIHFWRQ$NDLNH·VLQIRUPDWLRQFULWHULRQ$,&$NDLNH

 0XOWLSOHLPSXWDWLRQ
:HXVHGPXOWLSOH LPSXWDWLRQ 0,ZKHQEXLOGLQJ WKH UDGRQSUHGLFWLRQPRGHO WR
PD[LPL]HWKHXVHRIWKHDYDLODEOHGDWD+RQDNHU.LQJ	%ODFNZHOO8VLQJ
0,DOORZHGXVWRXVHURZVRIGDWDZLWKPLVVLQJGDWDRQVRPHSRWHQWLDOSUHGLFWRUV
:HFRQVWUXFWHGILYHLPSXWHGGDWDVHWVZLWKDQ5OLEUDU\$PHOLDDQGWHVWHGWKHORJ
OLQHDU PRGHOV RQ HDFK RI WKHP WR HQVXUH UREXVW SHUIRUPDQFH $PHOLD XVHV D
ERRWVWUDSSLQJDOJRULWKPDQGEDVHGRQWKHGLVWULEXWLRQVRIWKHNQRZQGDWDVDPSOHV
WKHYDOXHVIRUWKHPLVVLQJGDWDSURGXFLQJDVSHFLILHGQXPEHURIQHZGDWDVHWVZLWK
QRPLVVLQJGDWDIRUWKHDQDO\VHV
 0RGHOHYDOXDWLRQ
:HXVHGWKHFRHIILFLHQWRIGHWHUPLQDWLRQUDVWKHEDVLVIRUFRPSDULQJWZRPRGHOV
WRHDFKRWKHUDIWHUVWHSZLVHEDFNZDUGVSUHGLFWRUVHOHFWLRQ,WGHSLFWVWKHSURSRUWLRQ
RIWKHRXWFRPHYDULDEOH·VYDULDWLRQWKDWWKHH[SODQDWRU\YDULDEOHVDUHDEOHWRDFFRXQW
IRUDQGVSDQVIURP]HURWRRQH:HDOVRSUHIHUUHGWKHDGMXVWHGURYHUWKHFUXGHRQH
WR DGMXVW IRU WKHQXPEHURI SUHGLFWRUV 3HUHV1HWR/HJHQGUH'UD\	%RUFDUG

 0DFKLQHOHDUQLQJPHWKRGV
7RFRPSOHPHQWWUDGLWLRQDOSUHGLFWLRQPHWKRGVZHH[SHULPHQWHGZLWKPRUHPRGHUQ
VWDWLVWLFDOPHWKRGV:HZDQWHGWRYDOLGDWHWKHSHUIRUPDQFHRIWKHPRUHWUDGLWLRQDO
PHWKRGVEXWDOVRWRILQGRXWZKHWKHUEHWWHUSHUIRUPDQFHFRXOGEHDFKLHYHGZLWK
PDFKLQHOHDUQLQJPHWKRGV
5DQGRPIRUHVWVLVDQHQVHPEOHOHDUQLQJPHWKRGWKDWFRQVWUXFWVQXPHURXVWUHHV
DQGLQUHJUHVVLRQXVHVWKHLUPHDQ%UHLPDQ,WLVDEOHWRLQWHUQDOO\FRUUHFWLWV
KDELWRQVLJQLILFDQWRYHUILWWLQJE\XVLQJVDPSOHGYDOLGDWLRQVHWV
:H DOVR XVHG GHHS QHXUDO QHWZRUNV ZLWK IRXU GHILQHG OD\HUV 6FKPLGKXEHU
 'HHS QHXUDO QHWZRUNV DUH DEOH WR WHVW IRU ERWK OLQHDU DQG QRQOLQHDU
DSSUR[LPDWLRQVDQGWKHLUSHUIRUPDQFHZDVDOVRHYDOXDWHGZLWKU

 2WKHUVWDWLVWLFDOPHWKRGV
:H XVHG JHQHUDOL]HG YDULDWLRQ LQIODWLRQ IDFWRU *9,) WR VWXG\ WKH HIIHFW WKH
FRUUHODWLRQEHWZHHQSRWHQWLDOSUHGLFWRUVLQWKHUDGRQPRGHOVPLJKWKDYHKDGRQWKH
REWDLQHG HVWLPDWHV )R[ 	 0RQHWWH  1HYHUWKHOHVV WKH FRHIILFLHQWV RI
GHWHUPLQDWLRQUHSRUWHGIRUWKHPRGHOVDUHDFFXUDWHLQVWHDGRIFRUUHODWLRQVEHWZHHQ
SUHGLFWRUYDULDEOHV+RZHYHUWKHUHSRUWHGFRHIILFLHQWVIRUVSHFLILFSUHGLFWRUVPLJKW
EHFRPHXQVWDEOHGXHWRLQWHUFRUUHODWLRQV
:HXVHG%UDQW·VWHVWWRHYDOXDWHLIWKHDVVXPSWLRQRISDUDOOHOOLQHVZDVPHWSULRU
WRSHUIRUPLQJRUGHUHGORJLVWLFUHJUHVVLRQDQDO\VHV%UDQW7KHWHVWLVGHVLJQHG
WRGLIIHUHQWLDWHEHWZHHQFDVHVZKHUHRQHHTXDWLRQLVQRWVXIILFLHQWWRGHSLFWUHODWLRQ
EHWZHHQDOOOHYHOVRIWKHRXWFRPHYDULDEOHDQGPXOWLQRPLDOORJLVWLFUHJUHVVLRQVKRXOG
EHXVHGLQVWHDG
&RKHQ·VNDSSDZDVXVHGWRHYDOXDWHSHUIRUPDQFHRIWKHELQDU\PRGHOV7KHWHVW
FDQEHXVHGWRUHOLDELOLW\EHWZHHQWZRUDWHUVDQGLWLVDEOHWRDFFRXQWIRUWKHH[SHFWHG
GHJUHHRIUDQGRPYDULDELOLW\&RKHQ
6SHDUPDQ·VUDQNRUGHUFRUUHODWLRQZDVXVHGWRUHSUHVHQWVWDWLVWLFDOGHSHQGHQFH
EHWZHHQ UDQNLQJV RI WZR YDULDEOHV 6SHDUPDQ  &RQWUDU\ WR 3HDUVRQ·V
FRUUHODWLRQ LW LV DOVR DEOH WR LQGLFDWH QRQOLQHDU DVVRFLDWLRQV %RWK W\SHV RI
FRUUHODWLRQVSDQIURP]HURWRRQHSRVLWLYHYDOXHVLQGLFDWHSRVLWLYHVORSHVDQGKLJKHU
DEVROXWHYDOXHVLQGLFDWHVWURQJHUDVVRFLDWLRQV+RZHYHUQHLWKHUW\SHRIFRUUHODWLRQ
LVDEOHWRPHDVXUHWKHPDJQLWXGHRIWKHDVVRFLDWLRQ
 6WDWLVWLFDOVRIWZDUH
7KHVWDWLVWLFDODQDO\VHVZHUHSHUIRUPHGXVLQJ56WXGLR,QWHJUDWHG'HYHORSPHQWIRU
556WXGLR,QF%RVWRQ0$7KH5YHUVLRQVUDQJHGIURPWR6XSSRUWLYH
DQGUHSOLFDWLYHDQDO\VHVZHUHUDQXVLQJ6WDWD([FHODQG6$6

 (WKLFDOFRQVLGHUDWLRQV
2XU VWXG\ SURWRFRO ZDV HYDOXDWHG DQG VXSSRUWHG E\ WKH 3LUNDQPDD +RVSLWDO
'LVWULFW·V(WKLFDO&RPPLWWHH$OOLQGLYLGXDOGDWDEDVHVZHUHFRQWDFWHGVHSDUDWHO\DQG
WKHLU VSHFLILF SHUPLW SURWRFROV ZHUH IROORZHG 7KH GDWD KDQGOLQJ SHUPLWV ZHUH
REWDLQHG IRU DOOSHRSOHSDUWLFLSDWLQJ LQ WKHSURMHFW DQGKDQGOLQJ WKHGDWD$V WKH

VWXGLHVLQWKHLUZKROHZHUHUHJLVWHUEDVHGDQGVWXG\VXEMHFWVZHUHQRWFRQWDFWHGQR
LQIRUPHGFRQVHQWZDVUHTXLUHGLQDFFRUGDQFHZLWK)LQQLVKODZVDQGUHJXODWLRQV7KLV
VWXG\ ZDV IXQGHG E\ WKH 9lUH IRXQGDWLRQ IRU FKLOGKRRG FDQFHU UHVHDUFK WKH
3HGLDWULF5HVHDUFK)RXQGDWLRQ WKH)LQQLVK&XOWXUDO)RXQGDWLRQDQGFRPSHWLWLYH
VWDWHUHVHDUFKIXQGLQJRI3LUNDQPDD+RVSLWDOGLVWULFW7DQG8

 5(68/76
 6WXG\SRSXODWLRQ
3UH%$//SDWLHQWVFRQVWLWXWHGWKHPDMRULW\RIGLDJQRVHVLQRXUGDWDDQG
VOLJKWO\ RYHU KDOI RI WKH FDVHV ZHUH ER\V  7DEOH  7KHPHGLDQ DJH DW
GLDJQRVLVRIFDVHVZDV\HDUVLQWHUTXDUWLOHUDQJH,45
7DEOH 7KHFKDUDFWHULVWLFVRIFDVHVDQGFRQWUROVEHIRUHH[FOXVLRQV
 &DVHVQ 
 
/HXNHPLDW\SH 
SUH%$// 
7$// 
8QFODVVLILHG$// 
$0/ 
RWKHU 
 
$JHDWGLDJQRVLVRIWKHFDVH\HDUV 
± 
± 
± 
 
*HQGHU 
)HPDOH 
0DOH 
 
7KHGLVWULEXWLRQVRIDJHDQGJHQGHUDUHVLPLODUIRUFRQWUROVDVWKH\ZHUHXVHGDVPDWFKLQJYDULDEOHV
'RZQV\QGURPHZDVPRUHFRPPRQDPRQJWKHFDVHV25 &,
DQGQRVLJQLILFDQWGLIIHUHQFHVZHUHREVHUYHGEHWZHHQGLIIHUHQWHGXFDWLRQOHYHOVRI
WKH SDUHQWV EHWZHHQ FDVHV DQG FRQWUROV 7DEOH  )RU VRFLRHFRQRPLF VWDWXVZH
REVHUYHGQRGLIIHUHQFHVEHWZHHQWKHGLIIHUHQWFDWHJRULHV/DUJHIRUJHVWDWLRQDODJH
VKRZHGDVWDWLVWLFDOO\VLJQLILFDQW25RI&,
 

7DEOH 8QLYDULDWHFRQGLWLRQDOORJLVWLFUHJUHVVLRQPRGHOVRIWKHSRWHQWLDOFRQIRXQGHUV

 &DVHVQ  &RQWUROVQ  25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&,ZKHQFRPSDUHGWR²\HDUROGFKLOGUHQ25 
&,EXWWKHGLIIHUHQFHGLGQRWUHDFKVWDWLVWLFDOVLJQLILFDQFHS!

:HHVWLPDWHGWKHGRVHUHVSRQVHUHODWLRQVKLSDQGDIWHUILWWLQJDOLQHDUPRGHOZH
REVHUYHGDQ25RIIRUDQLQFUHDVHRIP*\LQ5%0GRVH7KH
HTXLYDOHQWHVWLPDWHEDVHGRQRUJDQGRVHV LQ WKH OLWHUDWXUHZDVVOLJKWO\ ORZHU
&,SHUP*\RI5%0GRVH)RUSUH%$//WKHRGGVUDWLRVZHUH
&,DQGUHVSHFWLYHO\
:KHQWKHFXPXODWLYHH[SRVXUHIURPRQHRUPRUH&7VFDQVFDOFXODWHGZLWKWKH
1&,&7ZDVFODVVLILHGLQWRWHUWLOHVDQGDIRXUWKFDWHJRU\FRQVLVWLQJRIVXEMHFWVZLWK
QR VFDQV ZDV DGGHG ZKLOH WKH ORZHVW QR &7 VFDQV FDWHJRU\ ZDV XVHG DV WKH
UHIHUHQFHFDWHJRU\WKHKLJKHVWTXDUWLOHZDVIRXQGWRKDYHDQ25RI&,
7KHPHGLDQGRVHVIRUWKHWKUHHFDWHJRULHVZLWKVFDQVZHUHP*\
P*\DQGP*\UHVSHFWLYHO\
:HSHUIRUPHGH[SORUDWLYHVXEJURXSDQDO\VHVDQGWKH25IRUSUH%$//VXEMHFWV
ZDV&,IRUDQLQFUHDVHRIP*\EDVHGRQOLWHUDWXUHGHULYHG
GRVHHVWLPDWHV:HDOVRREVHUYHGDVOLJKWO\KLJKHU25IURPRQHRUPRUH&7VFDQV
IRU VXEMHFWVZKRZHUHGLDJQRVHG DWXQGHU VHYHQ\HDUVRI DJHZKHQFRPSDUHG WR
ROGHUFKLOGUHQ&,YV&,KRZHYHUWKH
GLIIHUHQFHGLGQRWUHDFKVWDWLVWLFDOVLJQLILFDQFHS 
:HSHUIRUPHGWKHDQDO\VHVZLWK'RZQV\QGURPHSDWLHQWVRQO\DQGREVHUYHGD
KLJKHU25IRUOHXNHPLDZKHQFRPSDULQJWKRVHQRWH[SRVHGWR&7VFDQVZLWKWKRVH
'6VXEMHFWVZLWKRQHRUPRUH&7VFDQVWDNHQ25 &,7KHUH
ZDVQRHYLGHQFHRIGLIIHULQJULVNE\'RZQV\QGURPHS IRULQWHUDFWLRQ
$VVHQVLWLYLW\DQDO\VHVZHXVHGWKHROGHVWDYDLODEOH&7VFDQQHUDWHDFKVLWHLQVWHDG
RI WKH PRVW PRGHUQ 7KLV UHVXOWHG LQ VOLJKWO\ KLJKHU PHGLDQ GRVHV DPRQJ WKH
H[SRVHGP*\IRUFDVHVDQGP*\IRUFRQWUROV:LWKWKHVHGRVHHVWLPDWHV
ZHIRXQGDQ25RI&,IRUHYHU\P*\LQFUHDVHLQ5%0GRVH
7R FRQWURO IRU D SRWHQWLDO VRXUFH RI ELDV ZH FUXGHO\ H[SORUHG ZKHWKHU VXEMHFWV
EHORQJHGXQHYHQO\WRFDWFKPHQWSRSXODWLRQVRIWKHODUJHVWWHQKRVSLWDOVDQGWKHFKL
VTXDUHGWHVWSHUIRUPHGVKRZHGDSYDOXHRIVXJJHVWLQJQRGLIIHUHQFH:HDOVR
LQFOXGHGFXPXODWLYHGRVHVIURPEDFNJURXQGUDGLDWLRQLQWKHPRGHOVEXWWKHRULJLQDO
HVWLPDWHVUHPDLQHGUREXVW
 0RGHOOLQJUHVLGHQWLDOUDGRQDQGLWVHIIHFWRQULVNRIFKLOGKRRG
OHXNHPLD3XEOLFDWLRQ,9
7KHUHZHUHPHDVXUHPHQWVSHUIRUPHGLQVLGHXQLTXH)LQQLVKGZHOOLQJVIURP
UHFRUGHGLQWKHGDWDEDVHVRIWKH5DGLDWLRQDQG1XFOHDU6DIHW\$XWKRULW\%DVHGRQ

WKHVHGDWDWKHPHGLDQLQGRRUUDGRQFRQFHQWUDWLRQLQ)LQODQGZDV%TP,45
%TP%TP7KHGLVWULEXWLRQRILQGRRUUDGRQZDVORJQRUPDOZLWKS
UHDFKLQJ  %TP $IWHU ILOWHULQJ WKH GDWD IRU EHWWHU DFFXUDF\ DIWHU GDWDEDVH
KDUPRQL]DWLRQ FRQFRUGDQFH RI WKH FRRUGLQDWHV FRQFRUGDQFH RI WKH \HDU RI
FRPSOHWLRQPLVVLQJFULWLFDOGDWDDQGGXSOLFDWHVZHKDGPHDVXUHPHQWVIURP
KRXVHVDQGPHDVXUHPHQWVIURPDSDUWPHQWVIRUPRGHOGHYHORSPHQW
$IWHU FUHDWLQJ WKH ORJOLQHDUPRGHO ZLWK EDFNZDUGV VHOHFWLRQ IRU KRXVHV WKH
ODUJHVWSURSRUWLRQRIYDULDQFHLQUDGRQFRQFHQWUDWLRQVZDVH[SODLQHGE\WKH\HDURI
FRPSOHWLRQZKLOHIRUDSDUWPHQWV LWDFFRXQWHGIRURI WKHYDULDQFH
$QRWKHULPSRUWDQWYDULDEOHZDVWKHVRLOSHUPHDELOLW\IRUKRXVHVDQGIRU
DSDUWPHQWV7KHSHUFHQWDJHVDUHYLVXDOO\UHSUHVHQWHGLQ)LJXUH
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XVLQJDORJOLQHDUSUHGLFWLRQPRGHO
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%DVHGRQWKHORJOLQHDUPRGHOZHFUHDWHGWZRFDWHJRULFDOPRGHOV2QHEDVHGRQ
TXDUWLOHVRIPHDVXUHGFRQFHQWUDWLRQVDQGDQRWKHUELQDU\PRGHOZLWKDQVSOLW
7KH TXDUWLOH PRGHOV UHDFKHG D &RKHQ·V NDSSD RI  IRU KRXVHV DQG  IRU
DSDUWPHQWV7KHNDSSDVZHUHORZHUIRUWKHELQDU\PRGHOEHLQJIRUKRXVHVDQG
IRUDSDUWPHQWV,QH[SORUDWRU\DQDO\VHVXVLQJPXOWLQRPLDODQGRUGLQDOORJLVWLF
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DVVXPSWLRQ RI SDUDOOHO OLQHVZDV QRWPHW IRU WKH FDWHJRUL]HG \HDU RI FRPSOHWLRQ
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8VLQJDWUDGLWLRQDOORJOLQHDUDSSURDFKZHUHDFKHGDFRHIILFLHQWRIGHWHUPLQDWLRQ
RI  IRU KRXVHV DQG  IRU DSDUWPHQWV 6SHDUPDQ FRUUHODWLRQV EHWZHHQ WKH
PHDVXUHG DQG SUHGLFWHG FRQFHQWUDWLRQV ZHUH  IRU KRXVHV DQG  IRU
DSDUWPHQWV8VLQJDUDQGRPIRUHVWVPDFKLQHOHDUQLQJPHWKRGZHREWDLQHGVOLJKWO\
KLJKHU HVWLPDWHV  IRU KRXVHV DQG  IRU DSDUWPHQWV :LWK GHHS QHXUDO
QHWZRUNVZHZHUHQRWDEOHWRUHDFKKLJKHUFRHIILFLHQWVRIGHWHUPLQDWLRQIRU
KRXVHVDQGIRUDSDUWPHQWV7KHPRGHOVZHUHQRWIXUWKHUFDOLEUDWHGPDQXDOO\
WRDYRLGORVLQJWKHEHVWILWIRXQGE\WKHUHJUHVVLRQDOJRULWKP
7KH 6SHDUPDQ FRUUHODWLRQRI SUHGLFWHG LQGRRU UDGRQ FRQFHQWUDWLRQVZDV 
ZLWKURIZKHQWKHSHUIRUPDQFHRIWKHPRGHOOLQJZDVHYDOXDWHGZLWKDYDLODEOH
GLUHFWPHDVXUHPHQWV7KH\ZHUHDYDLODEOHIRURIWKHUHVLGHQWLDOSHULRGVZKHQ
WKHUHVLGHQWLDOSHULRGVRIWKHVWXG\VXEMHFWVZHUHOLQNHGZLWK5DGLDWLRQDQG1XFOHDU
6DIHW\ $XWKRULW\·V LQGRRU UDGRQ GDWDEDVH 7KH 3HDUVRQ FRUUHODWLRQ EHWZHHQ
SUHGLFWHGFXPXODWLYHH[SRVXUHVIURPORJOLQHDUDQGUDQGRPIRUHVWPRGHOVZDV
7KHSUHGLFWHGFXPXODWLYHH[SRVXUHVDQGWLPHZHLJKWHGDYHUDJHFRQFHQWUDWLRQV
DUHSUHVHQWHGLQWKH7DEOH2YHUDOO LQGRRUUDGRQSUHGLFWLRQVEDVHGRQUDQGRP
IRUHVWPRGHOOLQJZHUHVOLJKWO\KLJKHU

7DEOH 7KHPHGLDQVDQGLQWHUTXDUWLOHUDQJHVRISUHGLFWHGLQGRRUUDGRQH[SRVXUHVZLWKORJ
OLQHDUDQGUDQGRPIRUHVWVPRGHOVIRUFDVHVDQGFRQWUROV
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,45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,Q XQDGMXVWHG DQDO\VHV EDVHG RQ WKH ORJOLQHDU PRGHO KLJKHU LQGRRU UDGRQ
H[SRVXUHVKRZHGQRDVVRFLDWLRQZLWKFKLOGKRRGOHXNHPLD25 &,
 IRU HYHU\  %TP\HDUV LQFUHDVH LQ FXPXODWLYH H[SRVXUH :KHQ WKH
FRQGLWLRQDO ORJLVWLF UHJUHVVLRQ PRGHO ZDV DGMXVWHG IRU WKH DYDLODEOH SRWHQWLDO
FRQIRXQGHUVODUJHIRUJHVWDWLRQDODJHPDWHUQDOVPRNLQJGXULQJSUHJQDQF\'RZQ
V\QGURPHSDUHQWDOHGXFDWLRQDQGSDUHQWDOVRFLRHFRQRPLFVWDWXVWKH25URVHWR

  &,   EXW GLG QRW UHDFK VLJQLILFDQFH )RU WKH DYHUDJH
FRQFHQWUDWLRQWKHFUXGHDQGDGMXVWHGRGGVUDWLRVZHUH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&,DQG
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UHVSHFWLYHO\IRUHYHU\%TPLQFUHDVHLQDYHUDJHFRQFHQWUDWLRQ
:KHQWKHDQDO\VHVZHUHEDVHGRQWKHUDQGRPIRUHVWVSUHGLFWLRQVDGMXVWLQJGLGQRW
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&,IRUHYHU\%TP
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&,IRU
HYHU\%TP\HDUVLQFUHDVHLQFXPXODWLYHH[SRVXUH
:HDOVRH[SORUHGUHODWLRQLQGRVHUHVSRQVHE\SORWWLQJSRLQWHVWLPDWHVDQGWKHLU
UHVSHFWLYH  FRQILGHQFH LQWHUYDOV IRU TXDUWLOHV RI DYHUDJH LQGRRU UDGRQ
FRQFHQWUDWLRQDQGDQRQVLJQLILFDQWXSZDUGWUHQGZDVREVHUYHGEDVHGRQERWKORJ
OLQHDUDQGUDQGRPIRUHVWVSUHGLFWLRQVIRUDYHUDJHFRQFHQWUDWLRQ
,Q H[SORUDWRU\ VXEJURXS DQDO\VHVZLWK DGMXVWHGPRGHOVZHREVHUYHG WKDW WKH
RGGVUDWLRIRU$//SDWLHQWVEDVHGRQWKHORJOLQHDUPRGHOZDV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VPRNLQJ /*$ SDUHQWDO HGXFDWLRQ DQG SDUHQWDO VRFLRHFRQRPLF VWDWXV DQG DOO
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GRVHZDV&,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 0DLQILQGLQJV
:HHVWLPDWHGWKHFKLOGKRRGOHXNHPLDULVNUHODWHGWREDFNJURXQGJDPPDUDGLDWLRQ
FRPSXWHUL]HGWRPRJUDSK\VFDQVDQGLQGRRUUDGRQJDVXVLQJDQDWLRQZLGHUHJLVWHU
EDVHGGDWDLQFDVHFRQWUROGHVLJQLQ)LQODQG:HDOVRVWXGLHGWKHHIIHFWVRIKDYLQJ
FRPSOHWH UHVLGHQWLDOKLVWRULHV LQ VWXGLHVRI FKLOGKRRG OHXNHPLDDQG WKH HIIHFWVRI
EDFNJURXQG UDGLDWLRQ RQ OHXNHPLD ULVN DQG FRQVWUXFWHG D VWDWLVWLFDO PRGHO IRU
SUHGLFWLQJLQGRRUUDGRQFRQFHQWUDWLRQVLQ)LQODQG
2YHUDOO D VPDOO QRQVLJQLILFDQW H[FHVV LQ ULVN RI OHXNHPLD ZDV REVHUYHG IRU
EDFNJURXQGUDGLDWLRQGRVHUDWHEXWWKHSRLQWHVWLPDWHIRUFXPXODWLYHGRVHZDVEHORZ
XQLW\5HJDUGLQJ&7VFDQVZHREVHUYHGDVLJQLILFDQWO\LQFUHDVHGULVNRIFKLOGKRRG
OHXNHPLD SHU XQLW RI FXPXODWLYH GRVH WR 5%0 +RZHYHU WKH RGGV UDWLR ZDV
DSSUR[LPDWHO\ DQ RUGHU RI PDJQLWXGH KLJKHU WKDQ ZDV H[SHFWHG VXJJHVWLQJ D
SRWHQWLDO SUHVHQFH RI XQNQRZQ ELDV +LJKHU LQGRRU UDGRQ FRQFHQWUDWLRQV ZHUH
UHODWHG WR KLJKHU RGGV UDWLRV RI FKLOGKRRG OHXNHPLD ZLWKRXW UHDFKLQJ VWDWLVWLFDO
VLJQLILFDQFH)RUWKHKLJKHVWTXDUWLOHRISUHGLFWHGUDGRQH[SRVXUHZHREVHUYHGRGGV
UDWLRVEHWZHHQDQGGHSHQGLQJRQWKHPRGHOOLQJDSSURDFK3UHGLFWLRQPRGHOV
IRU LQGRRU UDGRQ UHDFKHGPRGHVW OHYHOV RI DFFXUDF\ DQG EHKDYHG UREXVWO\ZKHQ
LQWHUQDOO\YDOLGDWHG'XHWRQRQLGHDOSHUIRUPDQFHRIWKHSUHGLFWLRQPRGHOVWKHULVN
HVWLPDWLRQ FRQWDLQV D GHJUHH RI XQFHUWDLQW\ ZKLFK ORZHUV WKH FUHGLELOLW\ RI WKH
UHVXOWV7KHDQDO\VHVRQWKHUHVLGHQWLDOKLVWRULHVVKRZHGWKDWDERXWKDOIRIWKHVWXG\
VXEMHFWVKDGQRWPRYHGGXULQJWKHVWXG\SHULRGDQGWKRVHWKDWKDGPRYHG OLYHG
RIWHQTXLWHFORVHWRWKHLUSUHYLRXVGZHOOLQJPHGLDQNPVXJJHVWLQJWKDWWKHODFN
RI GHWDLOHG UHVLGHQWLDO KLVWRULHV GRHV QRW SRVH DQ XQVXUPRXQWDEOH KXUGOH LQ ULVN
DVVHVVPHQW+RZHYHUZHREVHUYHGDKLJKHURGGVUDWLRZKHQVXEMHFWVZKRKDGOLYHG
LQRQO\RQHGZHOOLQJZHUHDQDO\]HGVHSDUDWHO\VXJJHVWLQJWKDWVWXGLHVUHO\LQJRQO\RQ
WKHELUWKDGGUHVVPLJKWEHRYHUHVWLPDWLQJWKHULVNVWRVRPHGHJUHH
)RU WKH FRPELQHG DQDO\VLVRI DOO VHSDUDWHO\ VWXGLHG H[SRVXUHVZHREVHUYHG DQ
HOHYDWHG \HW QRQVLJQLILFDQW RGGV UDWLR IRU FRPELQHG JDPPD UDGLDWLRQ IURP
EDFNJURXQGUDGLDWLRQWHUUHVWULDODQG&KHUQRE\OIDOORXWDQG&7VFDQV$VH[SHFWHG
WKHRGGVUDWLRVZHUHEHWZHHQWKHHVWLPDWHVIURPWKHVHSDUDWHVWXGLHVRIEDFNJURXQG

UDGLDWLRQ DQG FRPSXWHUL]HG WRPRJUDSK\ VFDQV DQG WKH SRLQW HVWLPDWHV IRU
FXPXODWLYHH[SRVXUHZHUHLQDJUHHPHQWZLWKWKHULVNPDJQLWXGHH[SHFWHGEDVHGRQ
WKH/66VWXG\+VXHWDO$ULVNHVWLPDWHRIWKHVDPHPDJQLWXGHDVLQWKH
VHSDUDWH VWXG\ZDVREVHUYHGDOVR IRUFXPXODWLYH LQGRRU UDGRQH[SRVXUHEXW WKH
FRQILGHQFHLQWHUYDOVZHUHPDUNHGO\ZLGHUWKDQIRUWKHFRPELQHGJDPPDH[SRVXUH
,QVXEJURXSDQDO\VHVZHREVHUYHGVOLJKWO\KLJKHUHVWLPDWHVIRUSUH%$//DQGWKH
\RXQJHUDJHJURXSVEXWWKHGLIIHUHQFHVZHUHQRWVLJQLILFDQW
 &RPSDULVRQWRSUHYLRXVO\SXEOLVKHGUHVXOWV
 %DFNJURXQGUDGLDWLRQ
%DVHG RQ UHVXOWV SXEOLVKHG RQ -DSDQHVH OLIH VSDQ VWXGLHV WKH H[SHFWHG H[FHVV
OHXNHPLDULVNIRUDGRVHRIP6YZRXOGEHDSSUR[LPDWHO\D55RIZLWKOLQHDU
H[WUDSRODWLRQIRUOHXNHPLDGLDJQRVHVRWKHUWKDQDGXOW7FHOOOHXNHPLDDQG&//IRU
VXEMHFWV XQGHU WKH DJH RI  \HDUV +VX HW DO  ,WPXVW EH QRWHG WKDW WKH
UDGLDWLRQGRVHZDVGHOLYHUHG UDSLGO\DQGKHUHDOVRVORZO\DFFXPXODWLQJH[SRVXUHV
ZLOOEHGLVFXVVHG7KHUHVXOWVRQEDFNJURXQGUDGLDWLRQZHUHLQOLQHZLWKWKHSUHYLRXV
VLPLODUVWXGLHVIURP8QLWHG.LQJGRPDQG6ZLW]HUODQGDQGWKHFRQILGHQFHLQWHUYDOV
RYHUODSSHGPDUNHGO\.HQGDOOHWDO6S\FKHUHWDO,QIDFWWKHUHVXOWV
SXEOLVKHGHVSHFLDOO\IURP8QLWHG.LQJGRPDUHTXLWHKLJKLQUHODWLRQWRWKHH[SHFWHG
HIIHFWVL]H2XUILQGLQJRIKLJKHUULVNVIRUWKH\RXQJHUDJHJURXSLVFRQVLVWHQWZLWK
WKH UHVXOWV IURPWKH/66ZKLFKKDV VKRZQ WKDWULVNYDULHV VLJQLILFDQWO\E\DJHDW
H[SRVXUH+VXHWDO+RZHYHUZHREVHUYHGXQH[SHFWHGO\ORZULVNHVWLPDWHV
IRUWKHROGHUDJHJURXSZKLFKLVSUREDEO\GULYHQE\UDQGRPHUURU7KHUHZDVQR
OLWHUDWXUH DYDLODEOH WR VXSSRUW WKH H[SORUDWRU\ ILQGLQJ WKDW VXEMHFWV ZLWK KLJK
K\SHUGLSORLG\PLJKWKDYHDKLJKHUULVNHVWLPDWHDQGWKHUHVXOWQHHGVWREHYDOLGDWHG
LQDQLQGHSHQGHQWGDWDVHW
 &RPSXWHUL]HGWRPRJUDSK\VFDQV
7KHPDLQUHVXOWVRIWKH&7VFDQVWXG\ZHUHKLJKHUWKDQH[SHFWHGE\DOPRVWDQRUGHU
RIPDJQLWXGH:KHQ WKH H[SRVXUH HVWLPDWHVZHUH EDVHG RQ GRVH HVWLPDWHV IURP
OLWHUDWXUHZHUHFHLYHGDQHVWLPDWHPXFKFORVHUWRWKHH[SHFWHGHIIHFWDQGWKHUHVXOWV
ZHUHVLPLODUWRWKHHVWLPDWHVUHSRUWHGIURPHDUOLHUODUJHFRKRUWVWXGLHV0DWKHZVHW

DO3HDUFHHWDO7KHILUVWVWXG\IURPWKH8QLWHG.LQJGRPDVZHOODV
WKH $XVWUDOLDQ VWXG\ KDYH EHHQ FULWLFL]HG IRU QRW DFFRXQWLQJ IRU SRWHQWLDO
SUHGLVSRVLQJIDFWRUVZKLFKPLJKWKDYHELDVHGWKHUHVXOWV WRVRPHH[WHQW 8QLWHG
1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ,QWKHFDVH
RIUHYHUVHFDXVDWLRQV\PSWRPVIURP\HWXQGLDJQRVHGOHXNHPLDFRXOGOHDGWRWKH&7
LPDJLQJDQGWKLVSRWHQWLDOVRXUFHRIELDVFDQEHFRQWUROOHGIRUZLWKODWHQF\SHULRGV
RIVXIILFLHQWOHQJWK7KHIDFWWKDWRXUUHVXOWVVKRZHGKLJKHUHVWLPDWHVIRUWKHVFDQV
RI WKH KHDGPLJKW EH SDUWO\ DIIHFWHG E\ SUHGLVSRVLQJ IDFWRUV WKDW ZH FRXOG QRW
DFFRXQW IRU DV D VWXG\ IURP WKH1HWKHUODQGV IRXQG LQ FRQWUDVW WR RXU VWXG\ D
VLJQLILFDQW DVVRFLDWLRQZLWKEUDLQ WXPRUVEXW QRWZLWK OHXNHPLD 0HXOHSDV HW DO
7KH%ULWLVKVWXG\ZDVDEOHWRFRPEDWWKHLVVXHRISUHGLVSRVLQJIDFWRUVE\UH
DQDO\]LQJWKHLUUHVXOWVDIWHUFROOHFWLQJDGGLWLRQDOFOLQLFDOLQIRUPDWLRQIURPUDGLRORJ\
LQIRUPDWLRQ V\VWHPV DQG IURP SDWKRORJ\ UHSRUWV ZKLFK UHGXFHG WKHLU FHQWUDO
HVWLPDWH E\  %HUULQJWRQ'H*RQ]DOH] HW DO :H VHDUFKHG RXWSDWLHQW
UHJLVWULHV IRU SRWHQWLDO SUHGLVSRVLQJ IDFWRUV DQG H[FOXGHG VXEMHFWV ZLWK 'RZQ
V\QGURPH DQG VXEMHFWV ZLWK SUHYLRXV PDOLJQDQFLHV ZKLFK KHOSHG XV DYRLG
FRQIRXQGLQJE\LQGLFDWLRQ
7KHDYHUDJHGRVHOHYHOVLQRXUVWXG\P*\ZHUHFRPSDUDEOHWRVWXGLHVIURP
WKH1HWKHUODQGVP*\DQG*HUPDQ\P*\EXWWKHDYHUDJHGRVHWRFDVHV
LQWKH%ULWLVKVWXG\ZDVFRQVLGHUDEO\KLJKHUP*\.ULOOHHWDO0HXOHSDV
HWDO3HDUFHHWDO)RUWKH)UHQFKDQG$XVWUDOLDQVWXGLHVWKHGRVHV
ZHUHRQDYHUDJHP*\DQGP*\UHVSHFWLYHO\-RXUQ\HWDO0DWKHZVHW
DO  6WXGLHV RQ ;UD\ H[DPLQDWLRQV KDYH DOVR EHHQ OLQNHG WR FKLOGKRRG
OHXNHPLDZLWKRXWGRVHFDOFXODWLRQVZLWKULVNHVWLPDWHVEHORZWZREXWWKHUHDUHDOVR
VWXGLHVWKDWGLGQRWUHSRUWVLJQLILFDQWO\HOHYDWHGULVNV%DUWOH\HWDO,QIDQWH
5LYDUG0HLQHUWHWDO5DMDUDPDQHWDO7KHLQFRQFOXVLYHUHVXOWV
UHJDUGLQJ;UD\H[DPLQDWLRQVDUHSDUWO\H[SODLQHGE\WKHIDFWWKDWWKHGRVHVIURP&7
VFDQVDUHRUGHUVRIPDJQLWXGHJUHDWHU WKDQWKRVHIURPSODLQ[UD\ LPDJLQJZKLFK
ZHUHQRWH[SORUHGLQWKLVWKHVLV
 ,QGRRUUDGRQ
2XU UDGRQ SUHGLFWLRQ PRGHO SHUIRUPHG DGHTXDWHO\ DQG XVLQJ UDQGRP IRUHVWV
PDFKLQHOHDUQLQJPHWKRGVSURYHGWREHDKHOSIXODSSURDFK+RZHYHUZHODFNHGWKH
YDULDEOHVQHHGHGWRSUHGLFW WKHKLJKHVW LQGRRUUDGRQFRQFHQWUDWLRQVZKLFKFRXOG
UHVXOWLQGLOXWLRQRIWKHHIIHFWLIDUHDOULVNLVDVVXPHG0RGHOOLQJWKHKLJKHVWHQGRI

WKHLQGRRUUDGRQGLVWULEXWLRQLVQRWIHDVLEOHDVLWLVJRYHUQHGE\DQLQWULFDWHVHWRI
FRH[LVWLQJDWWULEXWHV
7KH 6ZLVV PRGHOOLQJ DSSURDFK UHDFKHG D U QR EHWWHU WKDQ RXUV EXW HDUOLHU
DWWHPSWVKDYHEHHQDEOHWRUHDFKKLJKHUFRHIILFLHQWVRIGHWHUPLQDWLRQ$QGHUVHQHW
DO+DXULHWDO,WKDVEHHQVXJJHVWHGWKDWWKHHDUOLHUPRGHOVUHDFKHG
KLJKHUSHUFHQWDJHVRIH[SODLQHGYDULDQFHGXHWRWKHLUVPDOOHUVDPSOHVL]HEXWDOVR
WKHZLGWKRIWKHLQGRRUUDGRQGLVWULEXWLRQSOD\VDUROH)RUH[DPSOHWKHQXPEHURI
PHDVXUHPHQWV WKH 'DQLVKPRGHO KDG ZDV DSSUR[LPDWHO\  RI WKH QXPEHU RI
PHDVXUHPHQWV RXUPRGHOZDV EDVHG RQ ,Q DGGLWLRQ )LQODQG KDV HVSHFLDOO\ KLJK
YDULDQFH LQ PHDVXUHG UDGRQ FRQFHQWUDWLRQV DQG WKH GDWD RQ WKH LPSRUWDQW
GHWHUPLQDQWV RI H[WUHPH YDOXHV ZHUH QRW XQIRUWXQDWHO\ DYDLODEOH LQ QDWLRQZLGH
UHJLVWULHV3UHGLFWRUVLQWKHHDUOLHUPRGHOVKDYHLQFOXGHGWKHVDPHYDULDEOHVDVRXU
PRGHOGLGDQGDIWHUYDULDEOHVHOHFWLRQDOJRULWKPVGZHOOLQJW\SHEDVHPHQWIORRUVRLO
JHRORJ\UHJLRQEXLOGLQJPDWHULDOVRLOSHUPHDELOLW\GHJUHHRIXUEDQL]DWLRQDQGWKH
\HDURIFRQVWUXFWLRQUHPDLQHGLQWKHPRGHO$QGHUVHQHWDO+DXULHWDO
$SDUWIURPWKHGHJUHHRIXUEDQL]DWLRQRXUPRGHOVXWLOL]HGWKHVDPHYDULDEOHV
:HGLGQRWREVHUYHDVLJQLILFDQWO\LQFUHDVHGULVNRQFKLOGKRRGOHXNHPLDUHODWHG
WRKLJKHUFRQFHQWUDWLRQVRILQGRRUUDGRQFRQFHQWUDWLRQV$IWHUWKH'DQLVKUHVXOWV
ZHUHSXEOLVKHGQRVWXG\KDVEHHQDEOHWRUHSOLFDWHWKHSRVLWLYHILQGLQJ5DDVFKRX
1LHOVHQHWDO0RGHOOLQJEDVHGVWXGLHVIURP1RUZD\8QLWHG.LQJGRPDQG
6ZLW]HUODQGGLGQRWUHSRUWDQ\DVVRFLDWLRQZLWKKLJKHUUDGRQFRQFHQWUDWLRQV 'HO
5LVFR.ROOHUXGHWDO+DXULHWDO.HQGDOOHWDO,QFRPELQDWLRQ
ZLWKWKHSUHYLRXVUHVXOWVRXUUHVXOWVFRQILUPWKHQRWLRQWKDWUDGRQFRQFHQWUDWLRQV
IRXQG LQ KRPHV RI IDPLOLHV ZLWK FKLOGUHQ GR QRW LQFUHDVH WKH ULVN RI FKLOGKRRG
OHXNHPLDDWOHDVWWRDQRWLFHDEOHGHJUHH&RPSOHWHUHVLGHQWLDOKLVWRULHVZHUHDYDLODEOH
RQO\ LQ WKH 'DQLVK VWXG\ LQ DGGLWLRQ WR RXUV ,Q DGGLWLRQ RXU VWXG\ PLJKW
XQGHUHVWLPDWH WKH PDJQLWXGH RI WKH SRVVLEOH DVVRFLDWLRQ DV KLJK UDGRQ
FRQFHQWUDWLRQVFRXOGQRWEHUHOLDEO\DVVLJQHG
2XU ILQGLQJV DUH LQ FRQFRUGDQFHZLWKROGHU VWXGLHVZLWK GLUHFWPHDVXUHPHQWV
DYDLODEOHZKLFKDUHFRQVLGHUDEO\PRUHUHOLDEOHLQWKDWGRPDLQ.DOHWVFKHWDO
/XELQHWDO6WHLQEXFKHWDO8.&KLOGKRRG&DQFHU6WXG\,QYHVWLJDWRUV
E$PHWDDQDO\VLVE\7RQJHW DO IRXQGD VLJQLILFDQWSRVLWLYH DVVRFLDWLRQ LQ
HFRORJLFDO VWXGLHV RQ FKLOGKRRG OHXNHPLD DQG LQGRRU UDGRQ EXW LQ OLJKW RI WKH
PXOWLSOHVWXGLHVZLWKGLUHFWPHDVXUHPHQWVWKHVWXGLHV OLNHO\RYHUHVWLPDWHWKHWUXH
HIIHFW7RQJHWDO

 5HVLGHQWLDOKLVWRULHV
7KHHYLGHQFHRQWKHHIIHFWVRIKDYLQJFRPSOHWHUHVLGHQWLDOKLVWRULHVLVOLPLWHGDQGLQ
WKHSDUWLFXODUFRQWH[WRIFKLOGKRRGOHXNHPLDWKHH[DFWVXEMHFWKDVQRWEHHQVWXGLHG
DVGLUHFWO\EHIRUH(DUOLHUVWXGLHVWKDWKDYHUHSRUWHGGDWDRQUHVLGHQWLDOKLVWRULHVZHUH
LQDJUHHPHQWUHJDUGLQJWKHSURSRUWLRQWKDWDSSUR[LPDWHO\KDOIRIWKHFKLOGUHQKDG
PRYHGGXULQJWKHVWXG\SHULRG'HPRXU\HWDO.HQGDOOHWDO.UHLVHW
DO7KHFRQFOXVLRQWKDWPHDQLQJIXOUHVXOWVFDQEHSXEOLVKHGDOVRZLWKDQDO\VHV
EDVHGRQWKHGZHOOLQJRIELUWKRUGLDJQRVLVLVDOVRVXSSRUWHGE\WKHIDFWWKDWWKH25V
UHSRUWHGIRUWKHVHDQDO\VHVZHUHVLPLODU,QDGGLWLRQLWLVUHDVRQDEOHWRSURSRVHWKDW
WKHDGGUHVVRIELUWKZRXOGEHHVSHFLDOO\LPSRUWDQWGXHWRWKHHDUO\GHYHORSPHQWRI
WKH LQIDQW·V LPPXQH V\VWHP EXW ZLWK IXOO UHVLGHQWLDO KLVWRULHV VHSDUDWH UHVWULFWHG
DQDO\VHVFDQEHSHUIRUPHGZLWKWKLVK\SRWKHVLVLQPLQG7KHIDFWWKDWZHREVHUYHG
VOLJKWO\KLJKHU25VIRUWKHVXEJURXSRIVXEMHFWVZKRKDGOLYHGLQRQO\RQHGZHOOLQJ
PLJKWSDUWO\EHH[SODLQHGE\WKHIDFWWKDWWKLVVXEVHWLVRYHUDOOVOLJKWO\\RXQJHU7KLV
LVGXHWRWKHIDFWWKDWWKHQXPEHURIGZHOOLQJVWHQGVWRLQFUHDVHZLWKDJHDQGZH
REVHUYHG KLJKHVW 25V IRU WKH \RXQJHU DJHJURXS 7KH VDPH SKHQRPHQRQ ZDV
LQWHUHVWLQJO\REVHUYHGIRUWKH'DQLVKVWXG\RQLQGRRUUDGRQ5DDVFKRX1LHOVHQHW
DO,QJHQHUDOKDYLQJOLPLWHGLQIRUPDWLRQRQUHVLGHQWLDOKLVWRULHVUHVXOWVLQD
FHUWDLQ GHJUHH RI H[SRVXUH PLVFODVVLILFDWLRQ :KHQ PLVFODVVLILFDWLRQ LV QRQ
GLIIHUHQWLDODPRQJWKHFDVHVDQGFRQWUROVLWELDVHVWKHULVNHVWLPDWHVWRZDUGVQXOO
 0HWKRGRORJLFDOFRQVLGHUDWLRQV
 6XEMHFWVHOHFWLRQDQGUHVHDUFKPDWHULDO
*HQHUDOO\WKHVWUHQJWKRIVFLHQWLILFHYLGHQFHYDULHVEHWZHHQGLIIHUHQWVWXG\GHVLJQV
5RWKPDQ&RQGXFWLQJDGRXEOHEOLQGHGUDQGRPL]HGFRQWUROOHGWULDOZKLFK
LV RIWHQ UHJDUGHG DV D JROGHQ VWDQGDUG LV QRW IHDVLEOH LQ RXU VHWWLQJ+LJKGRVH
LRQL]LQJUDGLDWLRQLVDZHOOHVWDEOLVKHGULVNIDFWRUIRUFKLOGKRRGOHXNHPLDDQGLW LV
QRWHWKLFDOO\VRXQGWRSXUSRVHIXOO\LUUDGLDWHFKLOGUHQLQWKHOLJKWRIWKHZLGHO\XVHG
$/$5$DVORZDVUHDVRQDEO\DFKLHYDEOHSULQFLSOH7KLVFDQEHGHULYHGXVLQJRQH
RIWKHSULQFLSDOSUHFHSWVRIELRHWKLFV3ULPXPQRQQRFHUHILUVWGRQRKDUP
$VDQH[SHULPHQWDOVHWXSZDVQRWSRVVLEOHLQJHQHUDOWKHVHFRQGFKRLFHZRXOG
EHWRFRQGXFWDODUJHSURVSHFWLYHFRKRUWVWXG\7KLVZRXOGDYRLGWKHW\SLFDOSUREOHP

RIFDVHFRQWUROVWXGLHVQDPHO\SRWHQWLDOVHOHFWLRQELDVUHODWHGWRXQUHSUHVHQWDWLYH
FRQWUROV+RZHYHUWKHDQQXDOLQFLGHQFHRIFKLOGKRRGOHXNHPLDLQ)LQODQGLVVRORZ
WKDWHYHQZLWKDQH[WHQVLYHFRKRUWWKHQXPEHURIGLDJQRVHGFDVHVZRXOGUHPDLQVR
VPDOOWKDWJDLQLQJVXIILFLHQWVWDWLVWLFDOSRZHUWRVWXG\ZLWKWKHH[SHFWHGHIIHFWVL]HV
ZRXOGEHGLIILFXOWDQGDFRKRUWRIPLOOLRQVZRXOGEHUHTXLUHG
7KHUHIRUHFRQGXFWLQJD ODUJHFDVHFRQWUROVWXG\ZLWKQDWLRQZLGHDQGUHJLVWHU
EDVHGGDWDLVWKHRSWLPDORSWLRQ,QIDFWLQWKHFDVHRIDUDUHGLVHDVHOLNHFKLOGKRRG
OHXNHPLDLWUHDFKHVKLJKHULQIRUPDWLRQHIILFLHQF\DQGLVLQWKDWUHVSHFWVXSHULRUWR
DFRKRUWGHVLJQ$OVRIRUFDVHFRQWUROVWXGLHVLWLVFRQYHQLHQWWRPDQDJHWKHWLPH
IUDPH RI H[SRVXUHV ,Q RWKHUZRUGV HOHFWLQJ WKLV DSSURDFK DOORZHG XV WR JDLQ D
UHDVRQDEOHQXPEHURIFDVHVWRVWXG\WKHH[SHFWHGULVNVL]HVDQGLWGLGQRWLQYROYH
UDQGRPL]LQJOLNHO\GDQJHURXVH[SRVXUHVIRUFKLOGUHQ7KHUHJLVWHUEDVHGDSSURDFK
HOLPLQDWHGUHFDOOELDVDQGQDWLRQZLGHVDPSOLQJRIFRQWUROVIURPFRPSOHWHSRSXODWLRQ
UHJLVWU\HIIHFWLYHO\HVVHQWLDOO\HUDGLFDWHGVHOHFWLRQELDVHYHQWKRXJKIUHTXHQF\EDVHG
PDWFKLQJZDVQRWSRVVLEOHGXHWRVRIWZDUHFKDOOHQJHV
:HKDGDOVRHYDOXDWHGWKHVWDWLVWLFDOSRZHURIRXUFDVHFRQWUROGHVLJQDSULRULZLWK
HVWLPDWHGGLVSHUVLRQRIWKHH[SRVXUHVDQGH[SHFWHGHIIHFWVL]HVEDVHGRQSUHYLRXVO\
SXEOLVKHGVWXGLHV)RUFRQGLWLRQDOUHJUHVVLRQDQDO\VHVRIJURXSVZLWKFRQWLQXRXV
H[SODQDWRU\YDULDEOHVDQGDSUREDELOLW\RIDIDOVHQHJDWLYHUHVXOWEHWD 
DQDO\VHVZRXOGEHH[SHFWHGWRGHWHFWRGGVUDWLRVRIXVLQJWKHSUREDEOHYDULDWLRQ
LQ EDFNJURXQG UDGLDWLRQ FXPXODWLYH 5%0 GRVH /DFKLQ  ,QFUHDVLQJ WKH
QXPEHURIFRQWUROVZRXOGKDYHUHVXOWHGLQRQO\PDUJLQDOJDLQVLQSRZHUEDVHGRQ
RXUVLPXODWLRQV
5HJDUGOHVVWKHVWDWLVWLFDOSRZHURUPRUHVSHFLILFDOO\WKHODFNRILWZDVDFKDOOHQJH
LQRXU ULVNDQDO\VHV)RUEDFNJURXQGJDPPDUDGLDWLRQ LWKDGEHHQHVWLPDWHG WKDW
DSSUR[LPDWHO\FDVHVZLWKILYHWLPHVDVPDQ\FRQWUROVZRXOGEHQHHGHGWRUHDFK
SRZHURIZLWKWKHGRVHUDWHVLQ8QLWHG.LQJGRP/LWWOH:DNHIRUG/XELQ	
.HQGDOO  +RZHYHU WKH SUHFLVLRQ RI WKH H[SRVXUH DVVHVVPHQW LV DQRWKHU
LPSRUWDQWDVSHFWDQGRXUUHVXOWVFRXOGSURYLGHQHZLQVLJKWRQWKDWIURQW6WLOORXU
UHVXOWVRQVPDOOHUVXEJURXSVVXFKDV$0/KDGZLGHFRQILGHQFHLQWHUYDOVGXHWR
VPDOOVDPSOHVL]H,QDGGLWLRQZRUNLQJZLWKVPDOOHUVWDWLVWLFDOSRZHULQFUHDVHVWKH
SUREDELOLW\RI FKDQFH ILQGLQJV DQGGXH WR VPDOO H[SHFWHG ULVN VL]HV HYHQ D VPDOO
GHJUHHRIFRQIRXQGLQJLVFDSDEOHRIEOXUULQJWKHHIIHFWRILQWHUHVW7KHSUREOHPRI
ORZ VWDWLVWLFDO SRZHU FDQ EH H[SHFWHG WR DFFXPXODWH ZLWK QRQGLIIHUHQWLDO
PLVFODVVLILFDWLRQRIH[SRVXUHDQGWKHVHSKHQRPHQDDPSOLI\WKHHIIHFWVRIHDFKRWKHU
EXWUHJUHVVLRQFDOLEUDWLRQFDQEHXVHGWRFRPEDWWKHLVVXHRIPHDVXUHPHQWHUURU

7RVXPPDUL]HWKHUHJLVWHUEDVHGFRQWUROVHOHFWLRQKHOSHGXVDYRLGVHOHFWLRQELDV
DQGFROOHFWLQJDOOGDWDIURPUHJLVWULHVLQVWHDGRIVXUYH\VDOORZHGXVWRDYRLGUHFDOO
ELDV%\XVLQJPDWFKHGFRQWUROVZHZHUHDEOHWRFRQWUROIRUWKHHIIHFWRIWZRNQRZQ
ZHOOPHDVXUDEOH SRWHQWLDO FRQIRXQGHUV JHQGHU DQG DJH7KH FDVHVZHUHREWDLQHG
IURPWKHQDWLRQZLGH)LQQLVK&DQFHU5HJLVWU\ZKLFKLVNQRZQIRU LWVKLJKTXDOLW\
DQG ZH ZHUH DEOH WR LQFOXGH PXOWLSOH NQRZQ DQG SRWHQWLDO FRQIRXQGHUV LQ WKH
UHJUHVVLRQPRGHOV$OVRZLWKWKHJHQHWLFVXEW\SHVRIWKHGLDJQRVHVFROOHFWHGIURP
KRVSLWDOGDWDEDVHVZHZHUHDOVRDEOHWRH[SORUHWKHPRVWFRPPRQJHQHWLFVXEJURXSV
RI$//VHSDUDWHO\GHVSLWHWKHIDFWWKDWWKHFODVVLILFDWLRQZDVFUXGHDQGWKHGDWDZDV
QRWFRPSUHKHQVLYHLQHDUOLHU\HDUVLHEHIRUHWKH\HDU
 &RQIRXQGLQJ
5HJDUGLQJ WKH VWXG\ RQ &7 VFDQV ZH ZHUH DEOH WR FRQWURO IRU SRWHQWLDO
SUHGLVSRVLQJ IDFWRUV XVLQJ PXOWLSOH PHWKRGV :H KDG GDWD RQ FRQJHQLWDO
PDOIRUPDWLRQV ZH H[FOXGHG VXEMHFWV ZLWK SUHYLRXV PDOLJQDQFLHV ZH H[FOXGHG
SDWLHQWVZLWK'RZQV\QGURPHDQGVHDUFKHGWKHFDUHUHJLVWHUIRURWKHUSUHGLVSRVLQJ
IDFWRUV,QDOOVWXGLHVZHXVHGDODWHQF\SHULRGRIWZR\HDUVWRDYRLGUHYHUVHFDXVDWLRQ
DQGWRPLQLPL]HSDVVLYHH[SRVXUHVZKLFKFRXOGGLOXWHWKHHIIHFWV,QFOXGLQJGRVHV
WKDW DUH XQDEOH WR FRQWULEXWH WR WKH OHXNHPRJHQHVLVPLJKW KDYH GLOXWHG WKH ULVN
HVWLPDWHV2QWKHRWKHUKDQGWKLVPDGHXVORVHDOOVXEMHFWVXQGHUWZR\HDUVROGDQG
ZHZHUHQRWDEOHWRDQDO\]HLQIDQWOHXNHPLDVHSDUDWHO\,QWKHVWXG\RQEDFNJURXQG
UDGLDWLRQZHSHUIRUPHGVHQVLWLYLW\DQDO\VHVZLWKQRODJSHULRGDQGUHJDUGLQJLQIDQW
OHXNHPLDPRGHOOHGWKHH[SRVXUHLQXWHUREXWWKHUHVXOWVUHPDLQHGODUJHO\XQFKDQJHG
)RU WKH PLVVLQJ LQIRUPDWLRQ RI SRWHQWLDO FRQIRXQGHUV ZH XVHG PXOWLSOH
LPSXWDWLRQZKLFKLQWURGXFHVDGHJUHHRIUDQGRPHUURUWRWKHUHODWHGYDULDEOHV7KLV
LVH[SHFWHGWRGLOXWHULVNHVWLPDWHV$QRWKHUSRVVLELOLW\WRGHDOZLWKWKHPLVVLQJGDWD
ZKLFKKDVEHHQIRXQGKHOSIXOLQVWXGLHVRILQGRRUUDGRQZRXOGKDYHEHHQWRXVH
PHDQ LPSXWDWLRQ ZLWK WKH FRQWUROV· DYHUDJH YDOXHV EXW ZH SUHIHUUHG WKH PRUH
PRGHUQDSSURDFKIRULWVDFFXUDF\:HLQEHUJ0ROHGRU8PEDFK	6DQGOHU
 7KHTXDOLW\RIH[SRVXUHDVVHVVPHQW
:HPDGHJUHDWHIIRUWVWRDFKLHYHWKHKLJKHVWVWDQGDUGVSRVVLEOHIRURXUH[SRVXUH
DVVHVVPHQW:HZHUHDEOHWRLPSURYHRQSUHYLRXVVWXGLHVE\XVLQJLQGLYLGXDOOHYHO
GDWD RQ WKH EXLOGLQJ SURSHUWLHV DQG E\ PRGHOOLQJ RFFXSDQF\ XVLQJ FRHIILFLHQWV
SXEOLVKHG VSHFLILFDOO\ IRU )LQQLVK FKLOGUHQ ,Q D UHFHQW 816&($5 UHSRUW WKH

DFFXUDF\RIH[SRVXUHDVVHVVPHQWKDVEHHQHPSKDVL]HGDVDQLPSRUWDQWGHWHUPLQDQW
RIWKHXVHIXOQHVVRIWKHUHVXOWV LQHWLRORJ\VWXGLHVDORQJVLGHVXIILFLHQWVDPSOHVL]H
8QLWHG1DWLRQV6FLHQWLILF&RPPLWWHHRQWKH(IIHFWVRI$WRPLF5DGLDWLRQ
,QUDUHGLVHDVHVLQWHUQDWLRQDOFROODERUDWLYHHIIRUWVHQDEOHFROOHFWLRQRIVXIILFLHQW
VDPSOHVL]HVWRHYDOXDWHULVNVZLWKORZH[SHFWHGHIIHFWVL]HDQGSUHYDOHQFH+RZHYHU
ZLWKRXW DFFXUDWH H[SRVXUH DVVHVVPHQW WKH VWXGLHV DUH QRW DEOH WR DGG WKHLU IXOO
SRWHQWLDO YDOXH GXH WR PLVFODVVLILFDWLRQ RI WKH H[SRVXUH ,Q WKH FDVH RI QRQ
GLIIHUHQWLDOPLVFODVVLILFDWLRQLQFRQWLQXRXVH[SODQDWRU\YDULDEOHVWKHULVNHVWLPDWHV
DUHGLOXWHG WRZDUGVQXOO7KHXVHGH[SRVXUH DVVHVVPHQW VKRXOGEHYDOLGDWHGZLWK
LQGHSHQGHQWGLUHFWPHDVXUHPHQWVZKHQSRVVLEOH)RUDVPDOOSURSRUWLRQRIVXEMHFWV
LQRXU VWXG\RQ LQGRRU UDGRQZHZHUH DEOH WRDFKLHYH WKLVEXW WKH UHVXOWVZHUH
VXESDU
:HZHUHQRWDEOH WRFRYHUHYHU\VRXUFHRIUDGLDWLRQDQGIRUH[DPSOHGDWDRQ
RWKHUPHGLFDOH[DPLQDWLRQVDSDUWIURP&7VWXGLHVLVPLVVLQJDQGWKXVRXUFRPELQHG
DQDO\VLV RI DOO DYDLODEOH UDGLDWLRQ VRXUFHV GLG QRW FRYHU FRPSOHWHO\ WKH DQQXDO
UDGLDWLRQ RI D W\SLFDO )LQQLVK FKLOG %DVHG RQ 5DGLDWLRQ DQG 1XFOHDU 6DIHW\
$XWKRULW\·V HVWLPDWHV ZH ZHUH DEOH WR FRYHU URXJKO\  RI WKH DQQXDO GRVH
0XLNNX%O\/DKWLQHQHWDO$QQXDOHIIHFWLYHGRVHVIURPFRVPLFUDGLDWLRQ
LQWHUQDO H[SRVXUH IURP HDWLQJ DQG LQKDOLQJ QDWXUDO UDGLRDFWLYH HOHPHQWV RWKHU
PHGLFDO H[DPLQDWLRQV DQG SURFHGXUHV XVLQJ LRQL]LQJ UDGLDWLRQ VXP XS WR
DSSUR[LPDWHO\P6YSHUSHUVRQ+RZHYHULWZDVRXULQIRUPHGGHFLVLRQWRRPLW
FRVPLF UDGLDWLRQ &RVPLF UDGLDWLRQ OHYHOV LQ )LQODQG DUH UHODWLYHO\ VWDEOH DQG
GLIIHUHQWLDOH[SRVXUHIRUFDVHVDQGFRQWUROVZDVQRWWREHH[SHFWHGEDVHGRQRXU
DQDO\VHVRQWHUUDLQHOHYDWLRQ
)RU LQGRRU UDGRQ DQG EDFNJURXQG UDGLDWLRQ ZH XVHG DSSURDFKHV EDVHG RQ
FXPXODWLYHH[SRVXUHDQGH[SRVXUHUDWH7KLV LVXVHIXOEHFDXVHWKHDQDO\VHVRIWKH
ODWWHUFRQWULEXWHHTXDOO\DWDOODJHVDVDQDO\VHVWKHFXPXODWLYHH[SRVXUHE\GHILQLWLRQ
DUHGULYHQPRUHE\WKHROGHUVXEMHFWV$QDO\]LQJWKHDYHUDJHGRVHUDWHVLQDZD\
DGMXVWV WKH H[SRVXUH IRU DJH DQG LV SUHIHUDEOH LQ WKDW VHQVH +RZHYHU ERWK
DSSURDFKHVFDQEHUDWLRQDOL]HGEDVHGRQWKHDVVXPSWLRQVRQELRORJLFDOPHFKDQLVPV
RIOHXNHPRJHQHVLV,IWKHVLPSOHDFFXPXODWLRQRIUDGLDWLRQGRVHLVDVVXPHGDVWKH
SULPDU\ ULVN PHFKDQLVP UHJDUGOHVV RI WKH G\QDPLFV RI DFFUXDO WKHQ DQDO\]LQJ
SULPDULO\FXPXODWLYHH[SRVXUHVLVMXVWLILDEOH
2XU DSSURDFKHVRQ H[SRVXUH DVVHVVPHQW RI EDFNJURXQG UDGLDWLRQ DQG LQGRRU
UDGRQZHUHEDVHGRQKLJKTXDOLW\PHDVXUHPHQWVE\WKH5DGLDWLRQDQG1XFOHDU6DIHW\
$XWKRULW\:HDOVRKDGFRPSOHWHUHVLGHQWLDOKLVWRULHVDYDLODEOHZKLFKLPSURYHGWKH
GRVHHVWLPDWHVIRUDSSUR[LPDWHO\KDOIRIRXUVXEMHFWVZKRKDGPRYHGGXULQJWKH

VWXG\ SHULRG:HZHUH DEOH WR XVH EXLOGLQJ FKDUDFWHULVWLFV LQ RXU HVWLPDWLRQV RI
EDFNJURXQGUDGLDWLRQDQGZHDOVRKDGQDWLRQDOVXUYH\GDWDRQDJHVSHFLILFRFFXSDQF\
RI)LQQLVKFKLOGUHQ
7KH&7VFDQVZHUHRQO\FROOHFWHGIURPWKHWHQODUJHVWKRVSLWDOVDQGWKHFROOHFWLRQ
ZDV OLPLWHG WR HOHFWURQLFDOO\ DYDLODEOH GDWD $FFRUGLQJ WR RXU FDOFXODWLRQV WKLV
DSSURDFKZDVH[SHFWHGWRUHDFKDFRYHUDJHRIQHDUO\RIDOODYDLODEOH&7VFDQV
EXW LI WKHPLVVHGH[DPLQDWLRQVZHUH GLIIHUHQWLDOO\ GLVWULEXWHG WKLVZRXOGELDV WKH
UHVXOWV+RZHYHUZLWKWKHODWHQF\SHULRGDQGFRQWUROIRUSUHGLVSRVLQJIDFWRUVZH
H[SHFWWKLVHIIHFWWRUHPDLQPLQLPDO$VVXPLQJWKDWDOOPLVVLQJVFDQV1 ZHUH
SHUIRUPHGWRFRQWUROVWKHPDLQUHVXOWVZRXOGUHPDLQXQDIIHFWHG,QDGGLWLRQZH
HYDOXDWHG DOVR LI WKH FDWFKPHQW DUHDV RI WKH FKRVHQ KRVSLWDOV FRYHUHG FDVHV DQG
FRQWUROVHTXDOO\DQGQRHYLGHQFHRIGLIIHUHQWLDOFDWFKPHQWZDVIRXQG,GHDOO\ZH
ZRXOG KDYH FROOHFWHG DFFXUDWH LQIRUPDWLRQ RQ LQGLYLGXDO GRVHV IURP WKH SLFWXUH
DUFKLYLQJV\VWHPVRIWKHKRVSLWDOVEXWWKHLQIRUPDWLRQZDVRQO\DYDLODEOHIRUWKHODVW
\HDUVRIRXUVWXG\SHULRG,QDGGLWLRQZHODFNHGGDWDRQWKHZHLJKWDQGKHLJKWRI
WKHFKLOGUHQDQGWKHH[DFWVFDQQLQJSDUDPHWHUVZHUHQRWDYDLODEOH WRXVDQGWKXV
PRUHGHWDLOHGRUJDQGRVLPHWU\FRXOGQRWEHSHUIRUPHG:LWKWKHVHGDWDRXUGRVH
HVWLPDWHV ZRXOG KDYH EHHQ PRUH DFFXUDWH $OVR WKH GDWD RQ RWKHU UDGLRORJLFDO
H[DPLQDWLRQV DQG SURFHGXUHV XVLQJ LRQL]LQJ UDGLDWLRQ ZRXOG KDYH LPSURYHG WKH
DFFXUDF\RIRXUH[SRVXUHDVVHVVPHQW
,QWKHVWXG\RQFRPSXWHUL]HGWRPRJUDSK\VFDQVZHUHOLHGRQH[SHUWRSLQLRQRQ
WKHVFDQQLQJSDUDPHWHUV7KLVFRXOGKDYHOHGWRXQGHUHVWLPDWLRQRIWKHGRVHVIURP
WKHHDUOLHUVFDQVOHDGLQJWRRYHUHVWLPDWLRQRIRXUULVNHVWLPDWHV7KLVFRXOGSDUWO\
H[SODLQWKHKLJKHUWKDQH[SHFWHGHIIHFWVL]HV$OVRWKHDVVXPSWLRQWRXVHWKHQHZHVW
VFDQQHUDWHDFKVLWHSUREDEO\OHGWRPLVFODVVLILFDWLRQ+RZHYHUWKHUHVXOWVUHPDLQHG
UREXVW DV LQ VHQVLWLYLW\ DQDO\VHV WKH ROGHVW VFDQQHU ZDV XVHG %RWK RI WKHVH
LQDFFXUDFLHVDUHPRVWOLNHO\QRQGLIIHUHQWLDOUHJDUGLQJWKHFDVHFRQWUROVWDWXV
5HJDUGLQJ LQGRRU UDGRQ GLUHFW PHDVXUHPHQWV DUH WKH SUHIHUUHG RSWLRQ ZKHQ
FRPSDUHGWRSUHGLFWLRQEDVHGDSSURDFKHV7KHUHH[LVWVDPXOWLWXGHRIVWXGLHVWKDW
IDFHG FKDOOHQJHV ZLWK UHVLGHQWLDO UDGRQ SUHGLFWLRQV DQG DPRQJ HQYLURQPHQWDO
H[SRVXUHV UHVLGHQWLDO UDGRQ KDV SURYHQ WR EH HVSHFLDOO\ GLIILFXOW WR SUHGLFW 7KH
GLOHPPD UHPDLQV EHWZHHQ FKRRVLQJ PRUH DFFXUDWH PHDVXUHPHQWV YHUVXV ODUJHU
VDPSOHVL]HDQGZHSUHIHUUHGWKHODWWHU5HJDUGOHVVRXUPRGHOVUHDFKHGUYDOXHVXS
WRZKLFKLVKLJKHUWKDQWKHXVHGE\WKH6ZLVVVWXG\+DXULHWDO
:HZHUHDEOHWRSURSHUO\HYDOXDWHRXUH[SRVXUHDVVHVVPHQWRQO\IRUUHVLGHQWLDO
UDGRQ IRUZKLFK WKH HYDOXDWLRQZDV WKHPRVW QHHGHG DQG WKHSHUIRUPDQFHZDV
IRXQGWREHVXERSWLPDO(YHQWKRXJKYDULDWLRQ LQ LQGRRUUDGRQPHDVXUHPHQWV LV

YHU\KLJKFRPSDUHGWR WHUUHVWULDOJDPPDUDGLDWLRQ WKHSHUIRUPDQFHRI WKHUDGRQ
SUHGLFWLRQV XQGHUOLQHV WKH LPSRUWDQFH RI YDOLGDWLRQ RI EDFNJURXQG UDGLDWLRQ
SUHGLFWLRQV DVZHOO $OVR WKH UDGRQPHDVXUHPHQW GDWDEDVH RI WKH 5DGLDWLRQ DQG
1XFOHDU6DIHW\$XWKRULW\LVQRWWRWDOO\UHSUHVHQWDWLYHRIWKHGLVWULEXWLRQRILQGRRU
UDGRQ FRQFHQWUDWLRQV LQ )LQODQG DV GZHOOLQJV ZLWK KLJKHU H[SHFWHG YDOXHV ZHUH
SUHIHUUHGLQPDQ\FDVHVWRHYDOXDWHWKHQHHGIRUSURWHFWLYHPHDVXUHV
7KHH[SRVXUHDVVHVVPHQWRILQGLYLGXDOVWXG\VXEMHFWVZDVQRWGLUHFWO\EDVHGRQ
UHDO PHDVXUHPHQWV LQ DQ\ RI WKH VWXGLHV DQG IRU H[DPSOH XVLQJ JHREDVHG
HVWLPDWLRQV IRU EDFNJURXQG UDGLDWLRQZLOO LQHYLWDEO\ FDXVH VRPHPLVFODVVLILFDWLRQ
GLOXWLQJWKHUHVXOWV$OVRWKHH[SRVXUHDVVHVVPHQWRI LQGRRUUDGRQDQG&7VFDQV
LQFOXGHGXQFHUWDLQWLHV(YHQWKRXJKZHKDGGDWDRQPDQ\SRWHQWLDOFRQIRXQGHUV
ZHZHUHQRWDEOHWRLQFOXGHDOOFXUUHQWO\NQRZQULVNIDFWRUVLQWRRXUPRGHOGXHWR
OLPLWHGGDWDDYDLODELOLW\:HODFNHGGDWDRQPDWHUQDOIRODWHLQWDNHSDWHUQDOVPRNLQJ
GD\FDUHDWWHQGDQFHEUHDVWIHHGLQJHOHFWLYHFDHVDUHDQVHFWLRQ+RZHYHUZHZHUHDEOH
WR SHUIRUP IHZ TXDQWLWDWLYH ELDV DQDO\VHV 7KHVH DQDO\VHV UHYHDOHG QR PDWHULDO
FRQIRXQGLQJDQGWKHUHVXOWVUHPDLQHGUREXVW
 5HFRPPHQGDWLRQVIRUIXWXUHUHVHDUFK
:HHQFRXUDJHHPSKDVLV LQ IXWXUH VWXGLHV WREHSXWRQ WKH UHOLDELOLW\RIH[SRVXUH
DVVHVVPHQW$QXQDYRLGDEOHUHTXLUHPHQWRIWKLVJRDOLVWKHQHHGWRFDUU\RXWRQVLWH
PHDVXUHPHQWVDWOHDVWWRUHOLDEO\YHULI\H[SRVXUHDVVHVVPHQWPHWKRGV7KHRSWLPDO
FKRLFHZRXOGEHWREDVHWKHDQDO\VHVRQGLUHFWPHDVXUHPHQWVDQGVHWWLQJVDOORZLQJ
WKLVDSSURDFKVKRXOGEHIDYRUHG,QDGGLWLRQZKHQXQFHUWDLQW\UHPDLQVLQH[SRVXUH
DVVHVVPHQWTXDQWLWDWLYHELDVDQDO\VHVVKRXOGEHXWLOL]HGWRTXDQWLI\LWVHIIHFWRQWKH
UHVXOWV
$QRWKHULPSRUWDQWDVSHFWLVWRSHUIRUPDSULRULFDOFXODWLRQVRQVWDWLVWLFDOSRZHU
ZKLFK LV H[SHFWHG WR JXDUDQWHH VXIILFLHQWO\ KLJK VWDWLVWLFDO SRZHU !
,QWHUQDWLRQDOFROODERUDWLRQVDUHDQREYLRXVPHDQVIRULQFUHDVLQJVWDWLVWLFDOSRZHULQ
WKH FDVH RI D UDUH RXWFRPH DQG SURMHFWV ZLWK VKDUHG IXQGLQJ DQG SUHVSHFLILHG
DXWKRUVKLSJXLGHOLQHVZLOOSURYLGHDVXVWDLQDEOHSODWIRUP7KH&/,&JURXSLVDJRRG
H[DPSOHRIDQHIIHFWLYHFROODERUDWLRQDQGRXUJURXSZLOOFRQWLQXHSDUWLFLSDWLQJLQ
FROODERUDWLYHDQDO\VHVLQWKHIXWXUH0HWD\HUHWDO
2XURZQPDWHULDOLVOLPLWHGWRSDWLHQWVGLDJQRVHGLQDQGH[SDQGLQJLWWRWKH
SUHVHQWGD\ZRXOGRIIHUDPDUNHGLQFUHDVHLQVWDWLVWLFDOSRZHU,QDGGLWLRQWKHGHJUHH
RIPLVVLQJGDWDLQUHJLVWULHVKDVGHFUHDVHG,QSDUWLFXODUZHZRXOGEHDEOHWRJDLQ

PXFKPRUHDFFXUDWHGDWDRQWKHJHQHWLFVXEW\SHVIRUWKHPRVWUHFHQW\HDUV(YHQ
'1$DQG51$ULERQXFOHLFDFLGVHTXHQFLQJGDWD LVEHFRPLQJPRUHDYDLODEOHDV
RSHQDFFHVVSXEOLVKLQJDQGFROODERUDWLYHHIIRUWVDUHEHFRPLQJDIDYRUHGSUDFWLFH
,QFOXVLRQRI FRPSUHKHQVLYHPXWDWLRQDO GDWD LQ WKH DQDO\VHV RI ORZGRVH LRQL]LQJ
UDGLDWLRQDQGFKLOGKRRGOHXNHPLDZRXOGRIIHUDQLQWHUHVWLQJQHZPHDVXUHRIHIIHFW

 6800$5<$1'&21&/86,216
7KHUROHRILRQL]LQJUDGLDWLRQDVDULVNIDFWRUIRUFKLOGKRRGOHXNHPLDKDVEHHQZHOO
HVWDEOLVKHGIRUKLJKGRVHVDQGILUVWUHSRUWVRIWKHDVVRFLDWLRQDUHDOPRVW\HDUVROG
)ROOH\%RUJHV	<DPDZDNL7KLVVWXG\DLPHGWRHVWLPDWHWKHPDJQLWXGHRI
WKH ULVN ORZ GRVHV RI LRQL]LQJ UDGLDWLRQ SRVH WR FKLOGKRRG OHXNHPLD 7KLV ZDV
DFKLHYHGE\FRQVWUXFWLQJDQDWLRQZLGH UHJLVWHUEDVHG)LQQLVKFDVHFRQWUROGDWDVHW
ZLWKPDWFKHGDQG WKXV UHSUHVHQWDWLYHFRQWUROV ,QDGGLWLRQ WKHGDWDRQSRWHQWLDO
FRQIRXQGHUV ZDV FROOHFWHG IURP QDWLRQZLGH UHJLVWULHV 6HSDUDWH DQDO\VHV ZHUH
SHUIRUPHG RQ WKH HIIHFWV RI EDFNJURXQG UDGLDWLRQ SHGLDWULF FRPSXWHUL]HG
WRPRJUDSK\ VFDQV DQG LQGRRU UDGRQ FRQFHQWUDWLRQV :H REVHUYHG VLJQLILFDQWO\
HOHYDWHGULVNVIURP&7VFDQVEDVHGRQGRVHHVWLPDWHVERWKIURPOLWHUDWXUHDQGIURP
PRGHUQ GRVH HVWLPDWLRQ VRIWZDUH 7KH ULVNV ZHUH KRZHYHU VOLJKWO\ KLJKHU WKDQ
H[SHFWHG
:H REVHUYHG HVWLPDWHV VXJJHVWLYH RI HOHYDWHG ULVN IURP QDWXUDO EDFNJURXQG
UDGLDWLRQ7KHULVNZDVVLJQLILFDQWO\KLJKHUIRU\RXQJHUFKLOGUHQDQGFDVHVZLWKKLJK
K\SHUGLSORLG\VKRZHGDOVRKLJKHUULVNHVWLPDWHV7KHUHVXOWVDUHLQDJUHHPHQWZLWK
SUHYLRXVO\SXEOLVKHGUHVXOWVDVRXUFRQILGHQFHLQWHUYDOVRYHUODSZLWKWKHUHVXOWVIURP
HDUOLHU KLJKTXDOLW\ VWXGLHV PDUNHGO\ DQG WKH SRLQW HVWLPDWHV DUH RI WKH VDPH
PDJQLWXGH :H DOVR VKRZHG WKDW LQ WKH VHWWLQJ RI EDFNJURXQG UDGLDWLRQ DQG
FKLOGKRRGOHXNHPLDXVHIXOUHVXOWVFDQEHSURGXFHGHYHQZLWKOLPLWHGGDWDRQWKH
UHVLGHQFLHVRIWKHVXEMHFWVEXWFRPSOHWHUHVLGHQWLDOKLVWRULHVVKRXOGEHSULRULWL]HG
ZKHQDYDLODEOH
:H PRGHOOHG LQGRRU UDGRQ FRQFHQWUDWLRQ DQG GHYHORSHG D PRGHO WR SUHGLFW
LQGRRU UDGRQ FRQFHQWUDWLRQV LQ )LQQLVK GZHOOLQJV :H ZHUH DEOH WR UHDFK
SHUIRUPDQFHFRPSDUDEOHZLWKSUHYLRXVPRGHOVEXWRXUDSSURDFKODFNHGWKHDELOLW\
WRUHFRJQL]HWKHGZHOOLQJVZLWKKLJKUDGRQFRQFHQWUDWLRQV7KHULVNRIFKLOGKRRG
OHXNHPLDURVHZLWKKLJKHULQGRRUUDGRQH[SRVXUHFDWHJRULHVLQDGMXVWHGDQDO\VHVDQG
LQ VXEJURXS DQDO\VHV SUH%$// GLDJQRVHG DW D \RXQJ DJH VKRZHG KLJKHU SRLQW
HVWLPDWHVEXWRYHUDOORXUUHVXOWVGRQRWVXSSRUWWKHH[LVWHQFHRIDULVN
7RVXPPDUL]HRXUUHVXOWVVXSSRUW WKHQRWLRQWKDWHYHQ ORZGRVHVRI LRQL]LQJ
UDGLDWLRQDUHDULVNIDFWRUIRUFKLOGKRRGOHXNHPLDDQGWKHUHVXOWVDUHFRQVLVWHQWZLWK
/17H[WUDSRODWLRQIURPKLJKHUGRVHV+RZHYHUZLWKWKHHIIHFWVL]HVUHSRUWHGLQ

WKLV VWXG\ WKH SRSXODWLRQ DWWULEXWDEOH IUDFWLRQV UHPDLQ ORZ ,Q )LQODQG QHZ
EXLOGLQJVDUHDOUHDG\UHTXLUHGWRIROORZVWULFWUDGRQSURWHFWLRQUHJXODWLRQVDQGWKH
ULVNVRISHGLDWULF&7VFDQVKDYHEHHQDFNQRZOHGJHGHDUOLHUE\HOHFWLRQRIPDJQHWLF
UHVRQDQFH LPDJLQJ DV WKH GLDJQRVWLF LPDJLQJ RI FKRLFH LQ FKLOGUHQ DQG D FOLQLFDO
FXOWXUHRIJHQHUDOO\UHTXLULQJWKHEHQHILWVRIWKHH[DPLQDWLRQWRRXWZHLJKWKHKDUPV
$OVRWKHUHH[LVWVQRIHDVLEOHZD\WRFRPSOHWHO\SURWHFWFKLOGUHQDJDLQVWWHUUHVWULDO
JDPPD UDGLDWLRQ 7KXV EDVHG RQ RXU UHVXOWV QR LPPHGLDWH SROLF\ FKDQJHV DUH
ZDUUDQWHGWRFRXQWHUDFWWKHULVNV7HFKQLFDOO\RXUUHVXOWVVXJJHVWDVOLJKWO\KLJKHU
ULVN IURPJDPPD UDGLDWLRQ WKDQ WKH/17PRGHOV H[SHFWHGEXWPRUH HYLGHQFH LV
UHTXLUHGWRYDOLGDWHWKHH[LVWHQFHRIDSRWHQWLDOGLIIHUHQFH2XUUHVXOWVRQ&7VFDQV
DQG EDFNJURXQG UDGLDWLRQ FDQ EH LQFOXGHG LQ WKH QH[W LQWHUQDWLRQDO FRPELQHG
DQDO\VHVSRWHQWLDOO\E\&/,&EDVHGRQZKLFKUDGLDWLRQSURWHFWLRQJXLGHOLQHVFDQEH
XSGDWHGWRSURGXFHHYHQPRUHDFFXUDWHULVNHVWLPDWHV)XWXUHVWXGLHVVKRXOGDLPWR
LPSURYHRQERWKVWDWLVWLFDOSRZHUDQGDFFXUDF\RIWKHH[SRVXUHDVVHVVPHQW

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High doses of ionizing radiation are an established cause of childhood leukemia. However, substantial uncertainty remains
about the effect of low doses of radiation, including background radiation and potential differences between genetic sub-
groups of leukemia have rarely been explored. We investigated the effect of the background gamma radiation on childhood
leukemia using a nationwide register-based case-control study. For each of the 1,093 cases, three age- and gender matched
controls were selected (N53,279). Conditional logistic regression analyses were adjusted for confounding by Down syndrome,
birth weight (large for gestational age), and maternal smoking. Complete residential histories and previously collected survey
data of the background gamma radiation in Finland were used to assess the exposure of the study subjects to indoor and out-
door gamma radiation. Overall, background gamma radiation showed a non-significant association with the OR of childhood
leukemia (OR 1.01, 95% CI 0.97, 1.05 for 10 nSv/h increase in average equivalent dose rate to red bone marrow). In subgroup
analyses, age group 2–<7 years displayed a larger effect (OR 1.27, 95% CI 1.01, 1.60 for 1 mSv increase in equivalent cumu-
lative dose to red bone marrow). Suggestive difference in OR by genetic subtype was found. Our results provide further sup-
port to the notion that low doses of ionizing radiation increase the risk for childhood leukemia, particularly at age 2–<7
years. Our findings suggest a larger effect of radiation on leukemia with high hyperpdiploidy than other subgroups, but this
result requires further confirmation.
Childhood leukemia is a heterogeneous disease consisting of
distinct clinical subtypes and characterized by speciﬁc chro-
mosomal translocations or mutations.1 Acute lymphoblastic
leukemia (ALL), which encompasses around 85% of all child-
hood leukemias, has two major genetic subtypes both com-
prising 25–30% of the cases: high hyperdiploid (HeH) and
TEL-AML1 (TA) fusion precursor B-ALL.1
The etiology and environmental risk factors for childhood
leukemia remain largely unknown. The few established risk
factors include high doses of ionizing radiation, Down syn-
drome, and large birth weight for ALL.2–5
Based on studies of atomic bomb survivors and other pop-
ulations, radiation is known to cause leukemia.2 In general,
children have a larger risk per dose unit than adults.2 While
the leukemogenic effect of moderate-to-high-dose radiation is
well established, low doses of background radiation have also
been suggested to increase leukemia risk though the shape of
the dose-response remains uncertain implying a small incre-
mental risk from the natural background gamma radiation.6,7
We set out to investigate the relationship between back-
ground gamma radiation and risk of childhood leukemia
based on a nationwide register-based case-control study. We
hypothesized that low-dose radiation from background gam-
ma radiation will pose a risk of childhood leukemia in accor-
dance with the linear no-threshold model.8 We also evaluated
potential differences in risk (effect modiﬁcation) by age group
and the genetic subtypes of ALL. We estimated lifetime
cumulative doses and average dose rates to the red bone mar-
row (RBM) from background radiation using information on
indoor and outdoor survey data and housing types during
the lifespans of the children. Different subtypes of leukemia
in terms of cell type, genetic aberrations and age at diagnosis
were separately analyzed.
Methods
Study design
We used a matched, register-based case-control study
design. Cases included all children diagnosed with leukemia
Key words: children, leukemia, background radiation, cancer
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(M9800–M9948 in ICD-O-3) in Finland in 1990–2011, iden-
tiﬁed from the Finnish Cancer Registry (N5 1100). Each
case was matched by gender and year of birth to three con-
trols at the Population Register Center. Each control was
assigned a reference date identical to the diagnosis date of
the respective case, so that the controls were of similar age as
their case at the date up to which exposure was analyzed
(end of the exposure period). A 2-year minimum latency
period was assumed in the main analysis based on previous
knowledge resulting in zero exposure for subjects younger
than 2 years at the reference date.
Data collection
The data obtained from the Finnish Cancer Register con-
tained the diagnosis (ICD-O-3 code), month and year of the
diagnosis and date of birth. The diagnosis was classiﬁed into
three categories: acute lymphoblastic leukemia (ALL), acute
myeloid leukemia (AML), and others. Seven cases without a
valid personal identiﬁcation number or prohibiting the use of
their information at the population register were excluded
(31 45 7) (Fig. 1), leaving 1093 cases for the analysis. For
the matched cases and controls, Population Register Center
provided complete residential histories from birth to the ref-
erence date, including moving dates, municipalities of resi-
dence, as well as coordinates and building identiﬁcation
codes for each residence. Of the study subjects, 51.9% (52.1%
of cases and 51.9% of controls) had lived in only one dwell-
ing and 10.1% of study subjects (9.5% of cases and 10.3% of
controls) in 4 or more dwellings (Supporting Information
Fig. S1). Building codes were missing for 3.6% (4.4% for
cases and 3.3% for controls) of the buildings and in such
cases; the typical building type of the municipality was
assigned (Supporting Information Fig. S2).
Data on diagnosis of Down syndrome were obtained from
Register of Congenital Malformations by the National Insti-
tute of Health and Welfare. Data on gestational weeks and
birth weights were obtained from the Medical Birth Register
for all but 184 (18.6%) cases and 511 (15.6%) controls. Large
for gestational age (LGA) was deﬁned as birth weight exceed-
ing the 90th percentile given the gestational weeks.9 Maternal
smoking data was obtained from the Medical Birth Register
and data was missing for 200 cases (18.3%) and 563 controls
(17.2%). The implications of these missing data can be visual-
ized in Figure 1.
Genetic data for cases were obtained from the university
hospitals in charge of treatment of all childhood leukemias in
Finland (Helsinki, Tampere, Turku, Oulu, and Kuopio). The
genetic aberrations were classiﬁed as TEL-AML1, high hyper-
diploid (HeH), other abnormalities and normal (no detected
abnormalities). Data were missing or unavailable for 146
(13.3%) patients, mostly due to limited availability of genetic
tests during the early study period. The relatively low propor-
tion of TEL-AML1 cases in our material (9.2%) resulted from
the fact that testing for this genetic subtype began in Finland
after year 1998. The proportion of TEL-AML1 cases remains
relatively stable (14.1%) from the year 1998 onwards.
The data on dose rates of natural background gamma
radiation outdoors was obtained from STUK—Radiation and
Nuclear Safety Authority, encoded in a map of 8 km 3 8 km
squares based on a nationwide mobile survey carried out in
1978–198010 (Fig. 2). We also obtained dose rates calculated
for each of the 355 Finnish municipalities from STUK. The
nationwide average dose rate outdoors was 51 nSv/h. For the
residencies abroad (n5 63, 0.8% of all residencies), we used
world’s average natural background radiation value reported
by UNSCEAR (55.3 nSv h21 effective dose rate).8 The doses
of gamma radiation indoors are based on measurements in
346 randomly chosen dwellings. The national average dose
rate in houses was 41 nSv h21 and in ﬂats 70 nSv h21.10 The
difference is mainly due to the concrete used as the building
material in blocks of ﬂats increasing gamma radiation levels.
The indoor rates correlate with local outdoor gamma radia-
tion levels. These correlations were utilized for converting
local outdoor dose rates to indoor dose rates.
The data on Chernobyl fallout was collected by a nation-
wide mobile survey in 1986–1987.11 A square map of the
Chernobyl fallout representing the Cs-137 activity in October
1, 1986 was transformed into dose rates (Supporting Infor-
mation Fig. S3). Doses were calculated with a function of
dose rate consisting of three individual parts. The ﬁrst ranged
2 weeks from the initial fallout and, like the second part, was
ﬁtted strictly on measured data. Correction for radioactive
decay of all relevant short-lived radionuclides was also
applied. The third part continued from 18 months after the
accident based on exponential decay representing the effec-
tive decay and washout of the fallout nuclides, mainly Cs-
137. Results from ﬁxed radiation monitoring stations were
utilized. Concerning the doses from Chernobyl fallout
What’s new?
While exposure to moderate and high levels of ionizing radiation is an established risk factor for childhood leukemia, whether
low-level exposure also contributes to this risk remains uncertain. In this investigation of more than 1,000 Finnish patients
with complete residential histories, no significant association was observed between background radiation and overall risk of
childhood leukemia. Subgroup analyses, however, revealed a significant elevation in risk for individuals age 2–<7 years, the
age group with the highest incidence of acute lymphocytic leukemia (ALL) in Finland. Of genetic subtypes of ALL, risk
appeared to be highest for high hyperdiploidy.
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received indoors, separate shielding factors for houses and
blocks of ﬂats were used. The shielding factor for blocks of
ﬂats (0.04) is markedly higher than that for houses (0.37).10
Cosmic radiation was not included in our analysis, because
Finland is a fairly ﬂat country with little variation in dose
rate. Thus, it would have introduced no variation between
cases and controls. The altitudes of the residencies of study
subjects were analyzed to conﬁrm the assumption.
To account for the markedly different dose rates and
shielding effect by dwelling type, we classiﬁed each residential
building as a house (single family and terraced houses) or a
block of ﬂats. The Population Register Center provided the
information for 95% (94% for cases and 95% for controls) of
the dwellings, and the classiﬁcation was based on available
documentation on the type of the dwelling or on the number
of ﬂoors and dwellings in the building, and the presence of
an elevator. We obtained data on the types of dwellings of
children from Statistics Finland to model the residencies,
which could not be classiﬁed. With these data, we could
deﬁne average dwelling type coefﬁcient for children of differ-
ent ages during different calendar years and therefore better
approximate the conversion from outdoor absorbed dose
rates to the indoor dose rates.
The percentage of time spent indoors (occupancy) was
modeled according to a Finnish study providing age group
Figure 2. Natural background radiation outdoors in Finland. Color
coded intervals depict effective dose rate outdoors and the values
are in nSv/h.
Figure 1. Flow chart depicting the choice of cases and controls and the necessary exclusions. The boxes at the bottom represent the sce-
nario in which adjusting was possible.
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speciﬁc estimates.12 For foreign residencies, we used occupan-
cy estimates by UNSCEAR (0.8).8
Data analysis
We used a coefﬁcient of 0.7 Sv/Gy to convert absorbed dose
rates from environmental measurements (from natural back-
ground radiation and Chernobyl fallout) to effective dose
rates.8 We then applied the occupancy coefﬁcient and coefﬁ-
cient of dwelling type to obtain effective dose rates for each
residency by area and age.10 Cumulative effective doses for
each residential period were calculated as time integrals of
dose rates, and summed to obtain lifetime cumulative effec-
tive doses. The average effective dose rates for each person
was calculated by dividing cumulative dose by total residen-
tial history up to a date 2 years prior to diagnosis or refer-
ence date.
We calculated equivalent RBM doses from effective doses
in the same manner as Kendall et al. based on the results
published by Saito et al and Petoussi et al.13–15 We assumed
a linear relationship with age by converting adult effective
dose rates to children of different ages instead of assuming a
cubic root function in relation to the weight of the growing
child.
Statistical methods
Odds ratios and their conﬁdence intervals were calculated
using conditional logistic regression. We used 5% as the level
of signiﬁcance and all p values are two-sided. Crude ORs
were used if adjustment did not alter the OR more than 0.05
U. Smoothed dose-response plots are plotted with Bezier
splines and the point estimates were calculated with the ﬂoat-
ing absolute risk method.16 Eight subgroup analyses were
Table 1. Characteristics of cases and controls
Cases (n51,093) Controls (n53,279) Total (n54,372)
Gender
Male 568 (52.0%) 1,704 (52.0%) 2,272 (52.0%)
Female 525 (48.0%) 1,575 (48.0%) 2,100 (48.0%)
Large for gestational age
Yes 121 (13.3%) 275 (9.9%) 396 (10.8%)
No 788 (86.7%) 2,493 (90.1%) 3,281 (89.2%)
Missing 184 511 695
Smoking during pregnancy
Yes 151 (16.9%) 420 (15.5%) 571 (15.8%)
No 742 (83.1%) 2,296 (84.5%) 3,038 (84.2%)
Missing 200 563 763
Down syndrome
Yes 40 (3.7%) 2 (0.1%) 42 (1.0%)
No 1,053 (96.3%) 3,277 (99.9%) 4,330 (99.0%)
Age at diagnosis, years
0–<2 156 (14.3%)
2–<7 605 (55.5%)
7–<15 332 (33.4%)
Leukemia type
ALL 885 (81.1%)
AML 142 (13.0%)
Other 66 (5.9%)
Genetic subtype
TEL-AML1 87 (9.2%)
HeH1 227 (24.0%)
Other abnormalities 382 (40.3%)
Normal 251 (26.5%)
Missing 146
1Cases with both HeH and TEL-AML1 properties were included in the HeH category.
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performed and no correction for multiple testing was used.
Effect modiﬁcation i.e., difference between subgroups was
assessed based on the signiﬁcance of an interaction term
added to a model with the main effects. Statistical power cal-
culations indicated that the material was sufﬁcient for detect-
ing a linear dose-response with OR of 1.06 or greater per 10
nSv h21 increase in dose rate with statistical power of 80%.17
Ethical approval
The ethical committee of Pirkanmaa Hospital District
reviewed the study protocol (tracking number R14074) and
in accordance with the Finnish regulation, no informed con-
sent was required for a register-based study. We obtained the
permission to use data from Finnish Cancer Register and
Medical Birth Register from the National Institute of Health
and Welfare.
Results
In a nationwide register-based study, we identiﬁed a total of
1,093 leukemia cases diagnosed between 1990 and 2011 in
Finland. The majority of the cases were acute lymphoblastic
leukemias (81.1%), followed by acute myeloid leukemia
(13.0%) (Table 1). The median age at diagnosis was 4.52
years (IQR 2.72, 8.23 years) and for study subjects with non-
zero radiation exposure, 5.23 years (IQR 3.44, 9.05) (Support-
ing Information Fig. S4). Of the speciﬁc genetic alterations,
high hyperdiploidy (HeH) and TEL-AML1 (TA) fusion gene
were the most common abnormalities.
The median equivalent dose rate to red bone marrow
(from natural background radiation and Chernobyl fallout
combined) was 67.2 nSv h21 for cases and 66.4 nSv h21 for
controls. The average equivalent dose rate to red bone mar-
row (Fig. 3) showed peaks at 67 and 94 nSv h21, due to the
large number of houses and ﬂats in the Helsinki metropolitan
area (19.4% of the dwellings). The distribution of cumulative
equivalent dose to RBM (Fig. 3) followed a log-normal distri-
bution, with the smoother shape due to contribution from
several past dwellings. The median cumulative equivalent
dose to RBM for the cases was 1.96 mSv and for the controls
1.90 mSv. The median dose received only from Chernobyl
fallout was 0.1 mSv for both the cases and the controls and
the corresponding average dose rate was 2.0 nSv h21. The
distributions of the dose rates from the Chernobyl fallout
and natural background gamma both followed a log-normal
distribution. The median altitude for the cases’ residences
was 82 m (IQR 23 m, 108 m) and for the controls 74 m
(IQR 21 m, 104 m).
A very high leukemia OR was observed for children with
Down syndrome (OR 60.0, 95% CI 14.5, 248) and an
increased OR was also related to LGA (OR 1.44, 95% CI
1.14, 1.81). For maternal smoking during pregnancy, a non-
signiﬁcantly elevated OR was found (OR 1.15, 95% CI 0.94,
1.42).
The overall OR for leukemia was 1.01 (95% CI 0.97, 1.05)
for each 10 nSv h21 increase in the equivalent dose rate to
RBM, and for a 1 mSv increase in cumulative equivalent
dose to RBM, the OR was 0.97 (95% CI 0.89, 1.06) (Table 2).
When divided into exposure quartiles, the main OR increase
was between the lowest quarter (reference) and the two inter-
mediate fourths (Fig. 4).
There was no statistically signiﬁcant difference between the
major cell types of leukemia in OR related to background
radiation, though a higher point estimate was seen for ALL
than AML. However, OR related to background radiation var-
ied signiﬁcantly by age at reference date (interaction
p5 0.005). In the analysis by age group, a signiﬁcantly elevat-
ed OR (OR 1.05 per 10 nSv h21, 95% CI 1.00, 1.10 for dose
rate and OR 1.27, 95% CI 1.01, 1.60 per 1 mSv for cumulative
dose) was found for ages 2–<7 years, the time of the peak in
incidence of ALL and largest numbers of cases. The dose-
response for the younger age group is shown in Figure 4.
For the major genetic subtypes of ALL, cases with a HeH
genotype showed a signiﬁcant increase in OR with dose rate
from background radiation (OR 1.11 per 10 nSv h21, 95% CI
1.02, 1.21), though not with cumulative dose (OR 1.30, 95%
CI 0.94, 1.80 per mSv). Yet, the risk estimates did not vary
Figure 3. Average equivalent dose rates (a) and Cumulative equiva-
lent doses (b) to RBM from natural background radiation and Cher-
nobyl fallout.
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signiﬁcantly between the genetic abnormalities (interaction
p5 0.10).
In exploratory analyses by age and genetic aberration,
cases aged 2–<7 years with HeH genetic subtype showed the
most elevated ORs (OR 2.00, 95% CI 1.10, 3.65 for 1 mSv
increase in cumulative equivalent dose to RBM).
A total of 26 (2.8%) of the cases and 36 (1.3%) controls
with non-zero radiation exposure had lived abroad and the
uncertainty in their exposure assessment could affect the
results. However, excluding these subjects did not yield dif-
ferent results compared with the primary analysis (OR 1.01
per 10 nSv h21, 95% CI 0.97, 1.06 for all cases) nor did
adjustment for residence abroad in the regression model.
Similarly, exclusion of subjects with missing data on birth
weight (184 cases and 511 controls) did not alter the results
for background radiation (OR 1.02 per 10 nSv h21, 95% CI
0.97, 1.06 for all cases). In addition, we approximated expo-
sure in utero by assuming a 9-month exposure for each case
and control in the residence at birth (Supporting Information
Table S1). The effect of the 2-year minimum latency period
was also approximated and Supporting Information Table S2
displays the results ignoring any latency. Neither these
approaches yielded materially different results.
The potential effect of CT-imaging was evaluated in vari-
ous hypothetical bias scenarios: cases receiving 20% larger
dose from CT than controls (OR 1.03 per 10 nSv h21, 95%
CI 0.99, 1.07), all subjects in the highest (OR 1.01 per 10
nSv h21, 95% CI 0.97, 1.05) or the lowest (OR 1.01 per 10
nSv h21, 95% CI 0.97, 1.05) quartile of background radiation
receiving 20% larger doses, cases in the highest (OR 1.02 per
10 nSv h21, 95% CI 0.98, 1.06) or the lowest (OR 1.02 per
10 nSv h21, 95% CI 0.98, 1.06) quartile of background radia-
tion receiving 20% larger dose.
Discussion
We estimated the contribution of background gamma radia-
tion on risk for childhood leukemia based on a nationwide
register-based case-control study in Finland. Overall, a small,
non-signiﬁcant excess risk was found for dose rate, while the
point estimate for cumulative dose was below unity. Howev-
er, the conﬁdence intervals include the risk estimates
obtained by extrapolation from higher dose levels, and are
Table 2. Odds ratios for the relationship between incremental increases in average dose rate and cumulative dose to red bone marrow and
childhood leukemia
Average equivalent dose
rate—Increase of 10 nSv/h
Cumulative equivalent
dose—Increase of 1 mSv
n (nadj) OR (95% CI) p OR (95% CI) p
Total 937 1.01 (0.97, 1.05) 0.97 (0.89, 1.06)
Leukemia subtypes 0.20 0.28
ALL 786 1.02 (0.98, 1.07) 0.99 (0.90, 1.09)
AML 101 0.95 (0.84, 1.08) 0.92 (0.75, 1.15)
Other 54 1.00 (0.86, 1.17) 0.94 (0.73, 1.19)
Age groups, years 0.005** 0.007**
2–<7 605 1.05 (1.00, 1.10)* 1.27 (1.01, 1.60)*
7–<15 332 0.93 (0.86, 1.00) 0.93 (0.85, 1.02)
ALL 0.10 0.22
TEL-AML1 82 0.97 (0.83, 1.12) 0.90 (0.53, 1.52)
HeH 190 (145) 1.11 (1.02, 1.21)* 1.30 (0.94, 1.80)1
Other abnormalities 233 1.01 (0.93, 1.09) 1.04 (0.89, 1.22)
Normal 202 1.00 (0.92, 1.08) 0.96 (0.81, 1.14)
ALL, 2–<7 years 0.30 0.50
Total 533 1.06 (1.00, 1.11)* 1.25 (0.98, 1.60)
TEL-AML1 68 0.99 (0.85, 1.15) 1.07 (0.54, 2.13)
HeH 147 (127) 1.16 (1.05, 1.28)** 2.00 (1.10, 3.65)1*
Other abnormalities 143 (134) 1.19 (0.62, 2.11) 1.14 (0.82, 1.59)1
Normal 121 (109) 1.05 (0.95, 1.17) 1.12 (0.66, 1.90)1
Crude ORs were used if adjusting for Down syndrome, smoking during pregnancy and being large for gestational age (LGA) did not alter the result
more than 0.05 U. Adjusted ORs are marked with 1Statistically signiﬁcant results are marked with an asterisk (a5 0.05) and highly signiﬁcant results
are marked with two asterisks (a50.01). All cases and controls with LGA or smoking during pregnancy missing were ﬁrst excluded (n5774, 203
cases and 571 controls) to make crude and adjusted ORs comparable when deciding if adjusting is necessary. If adjusting was not needed all cases
and controls were used in the crude model. Shown p values represent testing for heterogeneity among adjusted coefﬁcients in the subgroups.
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consistent with earlier studies of background radiation. Fur-
thermore, a signiﬁcant effect was observed for the age group
2–<7 years at diagnosis. In addition, we observed suggestive
differences in OR by genetic subtype, but heterogeneity
between these groups was not signiﬁcant. Likewise, no signiﬁ-
cant heterogeneity was observed between different cell types
(ALL, AML, others).
Our risk estimates were more stable for dose rate than
cumulative dose, partly reﬂecting the exposure distribution
(most subjects with dose rates 40–100 nSv h21 and cumula-
tive doses 0–10 mSv). Furthermore, the dose rate does not
accumulate with age, though some regression towards the
mean with age is expected due to increasing moves and num-
ber of residences. Therefore, in the analyses of dose rate,
cases at all ages contribute with equal weight, while for
cumulative doses, cases diagnosed at older ages show the
highest exposures and hence have more inﬂuence on the
effect at highest doses, which drive the linear risk estimates.
The anticipated effect size is small, as in the Life Span
Study of atomic bomb survivors; the excess relative risk esti-
mate for leukemia for children exposed at ages 0–9 years is
of the order of 10 per Sv, corresponding to RR 1.01 per
mSv.18 Our results are largely in this range, though the conﬁ-
dence intervals are generally wide enough to cover ORs rang-
ing from no effect to risks that are an order of magnitude
higher. Our results are also compatible with other studies of
background radiation and childhood leukemia.6,7 The risk
estimate was 1.12 per mSv (95% CI 1.03, 1.22) in the British
study and 1.04 (1.00, 1.08) in the Swiss study. The highest
ORs we found for the age group 2–<7 years, as well as the
high hyperdiploids are well above the anticipated level, and
may partly reﬂect chance variation.
We evaluated the risk related to background gamma radi-
ation in relation to speciﬁc ALL subtypes, with the rationale
that they represent different disease entities with potentially
differing pathogenetic processes and contrasting roles for
varying etiologic agents. There is little evidence to demon-
strate differences in etiology between leukemia subtypes.2,19,20
Our study has several strengths. Our material includes a
comprehensive and representative roster of all childhood leu-
kemia cases diagnosed in Finland and the controls were iden-
tiﬁed from the population registry with complete
enumeration of all residents of Finland, thus avoiding any
selection bias. Unlike previous studies on the subject, we
were able to construct complete residential histories for all
subjects including both place of residence and type of dwell-
ing, with register-based data eliminating recall bias. For expo-
sure assessment, we compiled dose rates from both natural
sources and the transient increase due to the Chernobyl fall-
out. For converting outdoor to indoor dose rates, we used
experimental conversion factors by type of dwelling, taking
into account the effect of building materials, while also fac-
toring in occupancy of Finnish children and varying body
composition by age during childhood. Our results also
showed the effects of known risk factors for childhood leuke-
mia, reafﬁrming the validity of the data and minimizing con-
founding. Furthermore, this is the ﬁrst study in exploring the
role of background radiation in relation to various genetic
subtypes of leukemia.
Some shortcomings may limit our ability to precisely cap-
ture the effect of background radiation on leukemia risk.
Long-term individual-level dose monitoring would provide
the ideal exposure estimates, but it is not feasible. Recon-
structing exposure from surveys providing estimates by geo-
graphic area induces inevitably some misclassiﬁcation. Some
variation can be expected to occur even between similar
dwelling types within an 8 km 3 8 km square used as a geo-
graphical unit in our analysis, and with children with con-
trasting occupancy. Such misclassiﬁcation can be expected to
be nondifferential, i.e., affect the cases and controls similarly,
and hence attenuate the observed effect from the true one.
This very likely also applies to radiation exposure from other
sources, notably medical diagnostic radiation. The mean
Figure 4. Dose-response relationship between increasing average
equivalent dose rate and leukemia diagnoses among all cases (a)
and among 2–<7 year age group (b). Cut-off values for groups are
deﬁned as quartiles of average equivalent dose rate to red bone
marrow to controls. The point estimates represent medians in each
group accordingly. The group formed by the lowest quartile is com-
pared to other groups.
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annual effective dose from medical radiation in Finland is 0.45
mSv (2012), but for children it is markedly lower due to strict
imaging guidelines especially with CT scans, which have the
largest contribution to the annual dose from medical expo-
sure.8,21 Also, CT usage on Finland is less frequent than many
other industrialised countries and only 1.7% of CT scans in
Finland were performed on children.22 Hence, medical radia-
tion exposure is relatively small compared to annual doses
observed in our study (0.59 mSv to RBM). In addition, CT-
imaging would cause confounding only if it is associated with
natural background gamma radiation exposure.
We evaluated the potential impact of CT examinations
through quantitative bias analyses. We obtained estimates of
effective dose from the literature23 and computed average
annual doses using data on the use of diagnostic imaging
obtained from Finnish radiation and nuclear safety authori-
ty.22 The average effective dose per CT examination in Fin-
land was 2.75 mSv, corresponding to an annual average
effective dose of 0.02 mSv per child, which is minimal com-
pared to background radiation. We also evaluated various
hypothetical bias scenarios: cases receiving 20% larger dose
from CT than controls, all subjects in the highest or the low-
est quartile of background radiation receiving 20% larger
doses, cases in the highest or the lowest quartile of back-
ground radiation receiving 20% larger dose. Overall, these
analyses revealed no material confounding indicating the
robustness of our estimates in relation to CT examinations.
The statistical power was relatively low, given the small
expected effect size. The minimum sample size for studies of
natural background radiation has been calculated as 7,800
cases with ﬁve times as many controls to reach a statistical
power of 80%.24 These power calculations do not, however,
take into account the precision and validity of the exposure
assessment, which is also an important determinant of the
amount of information that a study can contribute. For our
study, improvement in these aspects is the most important
addition to the evidence, compared with earlier publications.
Conclusions
Overall, we found no signiﬁcant increase in OR of childhood
leukemia with dose or dose rate from background radiation.
However, in subgroup analyses, we observed a signiﬁcantly
increased OR in relation to both dose rate and cumulative
dose in the agegroup 2–<7 years. In addition, leukemia with
high hyperdiploidy showed a signiﬁcant association with
background gamma radiation, unlike other genetic subtypes,
but this requires further conﬁrmation.
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A B S T R A C T
When evaluating environmental exposures, residential exposures are often most relevant. In most countries, it is
impossible to establish full residential histories. In recent publications, childhood leukaemia and background
radiation have been studied with and without full residential histories. This paper investigates the consequences
of lacking such full data.
Data from a nationwide Finnish Case-Control study of Childhood Leukaemia and gamma rays were analysed.
This included 1093 children diagnosed with leukaemia in Finland in 1990–2011. Each case was matched by
gender and year of birth to three controls. Full residential histories were available. The dose estimates were
based on outdoor background radiation measurements. The indoor dose rates were obtained with a dwelling
type speciﬁc conversion coeﬃcient and the individual time-weighted mean red bone marrow dose rates were
calculated using age-speciﬁc indoor occupancy and the age and gender of the child. Radiation from Chernobyl
fallout was included and a 2-year latency period assumed.
The median separation between successive dwellings was 3.4 km and median diﬀerence in red bone marrow
dose 2.9 nSv/h. The Pearson correlation between the indoor red bone marrow dose rates of successive dwellings
was 0.62 (95% CI 0.60, 0.64). The odds ratio for a 10 nSv/h increase in dose rate with full residential histories
was 1.01 (95% CI 0.97, 1.05). Similar odds ratios were calculated with dose rates based on only the ﬁrst dwelling
(1.02, 95% CI 0.99, 1.05) and only the last dwelling (1.00, 95% CI 0.98, 1.03) and for subjects who had lived
only in a single dwelling (1.05, 95% CI 0.98, 1.10).
Knowledge of full residential histories would always be the option of choice. However, due to the strong
correlation between exposure estimates in successive dwellings and the uncertainty about the most relevant
exposure period, estimation of overall exposure level from a single address is also informative. Error in dose
estimation is likely to cause some degree of classical measurement error resulting in bias towards the null.
1. Introduction
Environmental exposure is often determined by location. Because chil-
dren typically spend most of their time at home (UNSCEAR, 2000), re-
sidential exposures, also known as domestic exposures, are often most re-
levant. Examples include residential exposure to background radiation for
residential radon and terrestrial gamma rays, electromagnetic ﬁelds and air
pollution (Kroll et al., 2010; Raaschou-Nielsen et al., 2001; UK Childhood
Cancer Study Investigators, 1999).
Children are more susceptible to the carcinogenic eﬀects of ionising
radiation than adults, andmany studies of natural radiation and cancer have
focused on children (Demoury et al., 2017; Kendall et al., 2013; Nikkilä
et al., 2016; Raaschou-Nielsen et al., 2008; Spix et al., 2017; Spycher et al.,
2015). Such studies must include thousands of cases in order to achieve
suﬃcient statistical power to detect the small eﬀects expected from ambient
exposures, as extrapolated from high dose levels (Little et al., 2010).
However collecting information on such large samples through interview or
direct measurement is expensive and prone to selection bias. In most
https://doi.org/10.1016/j.envres.2018.06.035
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countries, it is impossible to establish full residential histories, i.e. a list of
dwellings occupied with dates of moving in and out, without individual
contact with study subjects. Only few countries, including the Nordic
countries, have nationwide registries that provide such data. For this reason,
many such studies have limited exposure assessment to a single dwelling,
for example that occupied at diagnosis (UK Childhood Cancer Study
Investigators, 2002a, 2002b; Demoury, 2017) or that at birth (Kendall et al.,
2013).
Because direct measures of natural radiation are impracticable, exposure
is usually estimated frommodels. The indoor dose rates of terrestrial gamma
radiation depend on outdoor dose rates, the shielding eﬀect of the material
of the house, and the radiation emitted by the building materials.
Reasonable predictions of indoor gamma-ray dose rates can be made based
on location and factors such as geology and socioeconomic status of the area
(Chernyavskiy et al., 2016; Kendall et al., 2016; Warnery et al., 2015).
Nevertheless, considerable inter-house variation remains. In the British
studies, the residual Mean Square Error (MSE) was 378 (nGy/h)2 on a mean
estimate of 96 nGy/h; in France MSE=407 (nSv/h)2 with a mean of 76
nSv/h. Such signiﬁcant uncertainties can be avoided only by direct mea-
surement in the house in question or, potentially, by modelling using more
detailed information, in particular on the radioactive content of all sig-
niﬁcant building materials used in each dwelling (European Commission,
1997). Similar considerations apply, perhaps with even more force, to in-
door radon concentrations – neighbouring houses can diﬀer greatly in a
random, time varying and unpredictable way, but models can make rea-
sonable predictions for areal averages (Miles and Appleton, 2005).
In studies of the eﬀects of protracted exposures to ionising radiation (or
other agents) it is necessary to consider how susceptibility varies over the
exposure period. This is particularly important in the context of background
radiation, as doses are accumulated throughout life and children are known
to be more susceptible (UNSCEAR, 2008a). The extent to which suscept-
ibility varies throughout childhood is unknown though there is evidence
that susceptibility is greatest at younger ages (National Research Council
NRC, 2006; UNSCEAR, 2008a, 2013). A reasonable approach is to use total
cumulative dose or time-integrated dose rates from birth or conception to
diagnosis as exposure measure. However, it is possible that, for example,
exposures around the time of birth or during pregnancy are dis-
proportionately important (ICRP: International Commission on Radiological
Protection, 2003; National Research Council NRC, 2006; UNSCEAR, 2013).
A recent publication from the Finnish Register-based Case-Control study
of Childhood Leukaemia (FRECCLE) (Nikkilä et al., 2016), on the eﬀect of
natural gamma rays on risk of childhood leukaemia made use of a nation-
wide population registry in order to obtain complete residential histories for
the study subjects. The present paper analyses these data in more detail to
obtain insights for the interpretation of similar epidemiological studies,
which lack the richness of the data available in Finland.
It is the aim of this paper
i) to investigate patterns of residential mobility, or migration, in fa-
milies with young children,
ii) to investigate the extent to which doses in successive dwellings vary and
iii) to examine the implications of residential mobility for epidemio-
logical studies of natural gamma rays and childhood cancers in
general and leukaemia in particular.
2. Materials and methods
FRECCLE includes 1093 children diagnosed with leukaemia in Finland
in 1990–2011, identiﬁed from the Finnish Cancer Registry. Each case was
matched by gender and year of birth to three controls at the Population
Register Centre. For the matched cases and controls, the Population Register
Centre provided complete residential histories from birth to the reference
date (date of diagnosis for cases; for controls, date when an exposure period
of similar length is reached). These residential histories included moving
dates and municipalities of residence, as well as coordinates, building type
and identiﬁcation codes for each residence.
The ambient dose estimates are based on an 8×8km gridded map of
outdoor natural background radiation from the Finnish Radiation and
Nuclear Safety Authority. This map is based on the measurements from a
mobile survey carried out between 1978 and 1980 in Finland (Arvela et al.,
1995). The indoor dose rates were obtained with a conversion coeﬃcient
speciﬁc to the dwelling type and the individual time-weighted red bone
marrow dose rate averages were calculated using age-speciﬁc indoor oc-
cupancy coeﬃcients and the age and gender of the child (Arvela et al.,
1995; Kendall et al., 2009; Mäkeläinen et al., 2005). Radiation from Cher-
nobyl fallout was also modelled, though its contribution to the total dose
estimates was small (~3%) (Nikkilä et al., 2016). The median dose rate to
red bone marrow (Chernobyl and natural background radiation) was
67.2 nSv/h for cases and 66.4 nSv/h for controls.
Based on previous studies, Nikkilä et al. (2016) assumed a 2-year
minimum latency period in their main analysis resulting in zero exposure
for subjects younger than 2 years at the reference date (in utero exposure
was ignored) (UNSCEAR, 2008b). The odds ratio (OR) of childhood leu-
kaemia was calculated for every 10 nSv/h increase in time-weighted
average indoor gamma-ray dose-rate over the period from birth to the re-
ference date. For the present work other measures of exposure were in-
vestigated as described in the Results section.
Statistical analyses were done using R (3.4.0) and conditional lo-
gistic regression was used for matched case-control data. The ethical
committee of Pirkanmaa Hospital district reviewed the study protocol
(tracking number R14074). According to Finnish regulations, no in-
formed consent was required for a register-based study.
3. Results
Table 1 shows the number of dwellings occupied by cases and by con-
trols in the Finnish study (Nikkilä et al., 2016). These numbers take into
account the two-year latency period, so that subjects aged less than 2 years
at their reference date (156 cases and 468 controls) were excluded, leaving
937 cases and 2811 controls for analysis. About 48% of both cases and
controls had lived at only one address between birth and the reference date.
Five percent of both cases and controls had lived in ﬁve or more dwellings
during the exposure period. The mean number of addresses occupied be-
tween birth and the reference date was approximately 1.9 for both cases and
controls. In total, there were 63 (0.8%) residencies abroad. The percentage
of cases who moved during the two-year latency period preceding the re-
ference date was 26.0% and 26.2% for controls.
Table 2 shows the separation (km) and mean diﬀerence in dose rate for
diﬀerent pairs of addresses for cases and controls separately. The ﬁrst of
these is equivalent to the separation of two randomly chosen dwellings in
our Finnish dataset; the median is similar to the mean for cases and controls
(cases: 233 km vs. 267 km, controls: 230 km vs. 264 km). Successive homes
of the same family are, on average, much closer together, with a median
separation of only 3.4 km (cases: 3.6 km, controls: 3.3 km). The mean dis-
tance between successive dwellings of the same family is an order of
magnitude larger than the median, because of the inﬂuence of relatively
uncommon long-distance moves (i.e. the distribution is highly skewed). The
separation of the ﬁrst and last dwellings occupied by a family is a little
larger than the separation of successive homes, but broadly similar. The
dose rates varied as might be expected, with successive dwellings of the
same family having the lowest changes in dose rate.
The Pearson correlation coeﬃcients with their 95% conﬁdence intervals
for four selected pairs of dose-rate variables (“scenarios”) are presented in
the Table 3. For all scenarios, the indoor and outdoor dose rates for all study
subjects were analysed separately. The correlation coeﬃcient between in-
door gamma dose rates for two successive dwellings occupied by study
subjects was 0.62 (95% CI 0.60, 0.64). The correlation between the dose
rates at the ﬁrst and the last dwelling occupied by the study subjects was
0.67 (95% CI 0.65, 0.70). The correlation between the indoor dose rate
averaged over all the subject's dwellings and the dose rate inside the ﬁrst
dwelling was 0.78 (95% CI 0.76, 0.80). The respective values of these
correlation coeﬃcients for outdoor dose rates were higher. The Pearson
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correlation between the separation and diﬀerence in the indoor eﬀective
dose rate for pairs of successive dwellings was quite low (0.32, 95% CI 0.29,
0.35). In all these analyses, results for cases were similar to those for con-
trols.
Nikkilä et al. (2016) reported that the odds ratio of childhood leukaemia
for every 10 nSv/h increase in dose rate based on the time-weighted average
indoor gamma-ray dose rate over all residences in the time window was
1.01 (95% CI 0.97, 1.05). The corresponding OR, based on the dose rate in
only the ﬁrst and the last dwelling, are 1.02 (95% CI 0.99, 1.05) and 1.00
(95% CI 0.98, 1.03), respectively, for every 10 nSv/h increase. When the
subgroup of subjects with only one residence in their history (488 cases and
1458 controls) was analysed, we observed an OR of 1.05 (95% CI 0.98,
1.11) for every 10 nSv/h increase. When we modelled the indoor dose rates
naively as the outdoor dose rates, neglecting the eﬀects of the dwelling type,
we observed an OR of 1.04 (95% CI 1.00, 1.08) for every 10 nSv/h increase
using the full residential histories.
When the cumulative RBM dose is considered, with full residential
histories an OR of 0.97 (95% CI 0.89, 1.06) per 1mSv was previously re-
ported (Nikkilä et al., 2016). In analyses considering only the ﬁrst and only
the last dwelling the ORs per 1mSv were respectively: 1.04 (95% CI 0.99,
1.10) and 1.00 (95% CI 0.95, 1.06). For the subset of subjects with only one
dwelling in their history we observed OR of 1.20 (95% CI 0.94, 1.52) and if
the analysis is completed based on outdoor dose rates with full residential
histories an OR of 0.98 (95% CI 0.90, 1.08) was observed. The results based
on average dose rate and cumulative RBM dose with a two-year latency
period are presented in Fig. 1.
When the more mobile subjects, with at least two dwellings in their
residential history (425 cases and 1304 controls), were analysed sepa-
rately we observed an OR of 0.97 (95% CI 0.90, 1.05) for every 10 nSv/
h increase. To explore the eﬀect of our chosen latency period, we cal-
culated odds ratios for cumulative RBM for no latency period and for a
latency period of ﬁve years (Supplementary table 1).
4. Discussion
Residential mobility, that is the movement of study subjects from one
residential address to another, is a challenge for epidemiological studies,
where exposure to the agent of interest depends on place of residence. The
data of the Finnish study (Nikkilä et al., 2016) demonstrate that, in their
study subjects, about half the children diagnosed with leukaemia had not
moved from the birth address by the time of diagnosis. Those who had
moved generally had not moved far; the median separation of successive
dwellings being 3.4 km.
A recent paper (Kendall et al., 2015) examined residential mobility in a
case-control study, in which addresses were available for both the residence
at birth and the residence at diagnosis of cases. Kendall et al. reported that
44% of all cases of childhood cancer had not moved by the time of diag-
nosis. For leukaemias, the ﬁgure was 45%. Those who had moved to a new
house did not, on average, move far: median distance 3.1 km for both
childhood leukaemia and all childhood cancers. In consequence, the esti-
mated indoor gamma ray dose rates in the house at birth were strongly
correlated with those in the house at diagnosis. These results are consistent
with those from the Finnish data.
In a recent nationwide study on childhood cancer and background ra-
diation in Switzerland (Spycher et al., 2015), residential locations were
available for all children at the time of national censuses. In analyses using
cumulative doses since birth, the hazard ratio for childhood leukaemia was
higher in a sub-cohort with stable place of residence for at least 5 years
before census (excess relative risk per mSv: 4.6%, 95% CI: −0.1–9.6%)
compared to the full cohort (3.6%, −0.3–7.7%), in which mobility was
Table 1
Number of dwellings occupied by study subjects.
1 2 3 4 5 ≥ 6 Total max
Controls 1459 (52%) 721 (26%) 342 (12%) 150 (5%) 72 (3%) 67 (2%) 2811 11
Cases 488 (52%) 257 (27%) 103 (11%) 44 (5%) 25 (3%) 20 (2%) 937 16
Note that account has been taken of a two year latency period in these ﬁgures.
Note that the data of Table 1 are reproduced by permission from the International Journal of Cancer.
Table 2
Mean separation (km) and mean absolute diﬀerence in dose rate (nSv/h) be-
tween two random addresses and between addresses for the same family for
cases and controls.
Median Mean Q1 Q3 Max
Any two addressesa
Separation (km)
Cases 233 267 135 371 1144
Controls 230 264 133 370 1179
Absolute diﬀerence in dose rate (nSv/h)
Cases 14.5 17.2 6.2 25.5 102
Controls 14.4 17.4 6.1 26.0 102
Successive addresses
Separation (km)
Cases 3.6 36.0 1.0 12.1 792
Controls 3.3 29.9 0.9 13.6 760
Absolute diﬀerence in dose rate (nSv/h)
Cases 2.4 8.7 0 16.5 96.1
Controls 3.3 9.2 0 17.7 78.7
First and last address
Separation (km)
Cases 4.3 37.2 1.16 15.0 713
Controls 4.2 33.3 1.19 16.3 760
Absolute diﬀerence in dose rate (nSv/h)
Cases 4.7 8.9 0 17.0 39.7
Controls 3.8 9.0 0 17.4 74.5
Diﬀerence in dose rate (nSv/h)b
Cases − 0.1 − 4.6 − 14.5 0 39.5
Controls − 0.1 − 5.1 − 15.3 0 47.1
a All pairs of addresses in the dataset, not necessarily from the same subject.
b The diﬀerence is calculated by substracting the dose rate in the last
dwelling from the dose rate in the ﬁrst dwelling.
Table 3
Pearson correlation coeﬃcients with 95% conﬁdence intervals between various
In- and Outdoor gamma-ray dose rate quantities.
Indoors Outdoors
r 95% CI r 95% CI
Dose rates in successive dwellings
Cases 0.59 0.55–0.64 0.85 0.83–0.87
Controls 0.64 0.62–0.67 0.89 0.88–0.89
Dose rates in ﬁrst and last dwellinga
Cases 0.67 0.61–0.71 0.91 0–89–0.92
Controls 0.67 0.64–0.70 0.88 0.87–0.89
Dose rate in ﬁrst vs mean for all dwellings
Cases 0.77 0.73–0.81 0.99 0.98–0.99
Controls 0.78 0.76–0.80 0.98 0.98–0.98
Change in dose rate vs separation of
successive dwellings
Cases 0.31 0.24–0.37 0.68 0.63–0.71
Controls 0.22 0.18–0.26 0.60 0.58–0.63
a If only subjects with three or more dwellings are included, the correlation
for indoor values lower for cases (0.54, (0.43, 0.63)) than for controls (0.63
(0.58, 0.68)).
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Fig. 1. Odds ratios for 10 nSv/h increase in average red bone marrow dose rate (A) and for 1mSv increase in cumulative red bone marrow dose (B) for childhood
leukaemia and terrestrial background radiation (width: 1 column). Diﬀerent scenarios were chosen to approximate exposure assessment based on residential his-
tories. Full history: Full residential histories. First address: Only ﬁrst dwelling was included. Last address: Only last dwelling was included. Subjects with a single
dwelling: Only subjects with one residence in their history were included.
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more common. For cases, full residential histories were available from the
national childhood cancer registry. These data show that 34% of leukaemia
cases moved house at least once between birth and diagnosis (Kreis et al.,
2016), somewhat fewer than in the present study.
Demoury et al. (2017) note that in the ESCALE interview-based
study of childhood cancers and leukaemia in France, 66% of the chil-
dren had been living in the same municipality (Commune) since birth.
The correlations between exposure estimates at birth and at diagnosis
(cases) or inclusion (controls) were 0.86 for radon exposure and 0.89
for gamma radiation exposure. A Danish study by Raaschou-Nielsen
et al. (2008) reported that in their data 58% of the families had lived in
a single-family dwelling throughout their childhood.
In their published paper, Nikkilä et al. (2016) chose as their principal
exposure measure the indoor gamma-ray dose rate averaged over all
dwellings. Here, the eﬀect of not having complete residential histories is
explored by using several other exposure indicators (based on only ﬁrst
dwelling, only last dwelling, subgroup of subjects with only one dwelling
and dose-rate estimated neglecting the dwelling type). The conﬁdence in-
tervals of the ORs overlap markedly with results for the average dose rate,
though the central estimates ranged from 1.00 to 1.05, while the published
result was 1.01. A similar picture is seen for results based on cumulative
dose for which the point estimates were more dispersed: from 0.97 to 1.20.
The sensitivity analyses with diﬀering length latency periods reﬂected the
previously reported results – in our material, the age of the subject appears
to be an eﬀect modiﬁer (higher ORs were observed for younger children).
Patterns of migration may vary from country to country and from time
to time. Further, exposure diﬀerence between successive homes may de-
pend on the size of the country and spatial variation of dose rates.
Childhood leukaemia peaks at a younger age than most other paediatric
cancers and therefore residential histories are likely to be somewhat shorter
and involve fewer residencies (although Kendall et al. (2015) reported that
such diﬀerences were not great). Hence, there will always be uncertainties
in extrapolating from one set of circumstances to others.
Interestingly, it has been hypothesized that a particular migration pat-
tern characterised by rapid population inﬂux into isolated rural areas might
play a role in the aetiology of childhood leukaemia (Kinlen et al., 2012).
Hence, in such speciﬁc instances, moving might not only induce exposure
measurement error, but also confounding. Thus, having complete residential
histories might enhance control of confounding besides producing more
accurate estimates of exposure.
Considerable uncertainty remains about the most important time
window for leukaemogenesis in childhood. If study subjects move house
between birth and the start of the latency period then adequate residential
histories are needed to establish the precise mean dose rate or integrated
dose over this exposure period. However, if susceptibility varies with age,
such time-weighted averages based on subjects’ whole residential histories
are not necessarily the most relevant. Diﬀerent weights should perhaps be
given to the birth address for example (ICRP: International Commission on
Radiological Protection, 2003; National Research Council NRC, 2006;
UNSCEAR, 2013). If latency plays an important role, modelling exposure by
the dwelling at diagnosis is not optimal. That is because a proportion (in our
dataset a fourth, assuming two-year latency) of study subjects will have
moved during their latency period. For these subjects, there would be no
relevant information available about their exposure during the (presumed)
etiologically relevant time window. Of course, with full residential histories
it is theoretically possible to explore sensitivity during diﬀerent time win-
dows using the data themselves. However, this would require a larger study
with greatly increased statistical power.
The ORs observed in the present study were somewhat higher for
cases who had lived in only a single dwelling in history compared to
those with two or more. This reﬂects the previously reported diﬀerence
in leukaemia risk by age group as the mean number of dwellings in-
creases with age.
With dose metrics averaged over the exposure periods of subjects,
such as the average dose rate, regression towards mean with an in-
creasing number of dwellings in history will occur, and it is likely to
decrease variation between subjects and hence diminish exposure
contrast and dilute the extremes. However, the extent of regression
toward mean depends correlation between successive dwellings which
was found to be high.
How much will exposures in successive dwellings vary? Clearly this
depends on the agent in question. However, for natural gamma rays there is
good evidence that dose rates in adjacent locations tend to be similar. In
consequence, indoor gamma-ray doses in successive dwellings are highly
correlated. This is supported by the present study and by Kendall et al.
(2015) who reported, for Great Britain, a correlation in estimated indoor
gamma rate between birth and diagnosis locations of 0.48 for cases who had
moved County District and of 0.90 for all cases (Kendall et al., 2015).
However, the reasons for this correlation may be complex; the data of
Table 3 suggest that it is not just a proximity eﬀect as the correlation be-
tween separation and diﬀerence in eﬀective indoor dose rate was not as
high as was expected.
So far as other exposures are concerned, our results should be
generalised only with caution. It will remain true that successive family
dwellings will tend to be close together. It is plausible that exposures to
many agents of interest will therefore tend to be similar, but this jud-
gement must be made on a case-by-case basis.
5. Summary
Knowledge of full residential histories would always be the op-
tion of choice. If dose estimates are constructed for the full exposure
periods, having full residential histories results in less exposure
misclassiﬁcation. However, there is considerable evidence that fa-
milies with young children who move house generally do not move
far. In consequence exposures to indoor gamma rays (and possibly
to other agents) in successive homes are correlated. Given this
strong correlation between exposure estimates in successive
dwellings and the uncertainty about the most relevant exposure
period, estimation of overall exposure level from a single address,
in particular that at birth, will also be informative. It remains true
that comparisons of results across studies using diﬀerent time
points of exposure (e.g. birth and diagnosis) could indicate periods
of increased susceptibility provided that the studies have adequate
power. As noted in the introduction there is often substantial
random variation between practical dose estimates from modelling
and the (unknown) true residential doses. Thus, there is likely to be
a degree of classical measurement error in the dose estimates,
which will bias risk estimates towards the null.
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The only well-established risk factors for childhood leukemia arehigh-dose ionizing radiation and Down syndrome.Computerized tomography is a common source of low-dose
radiation. In this study, we examined the magnitude of the risk of
childhood leukemia after pediatric computed tomography examina-
tions. We evaluated the association of computed tomography scans
with risk of childhood leukemia in a nationwide register-based case-
control study. Cases (n=1,093) were identified from the population-
based Finnish Cancer Registry and three controls, matched by gender
and age, were randomly selected for each case from the Population
Registry. Information was also obtained on birth weight, maternal
smoking, parental socioeconomic status and background gamma radi-
ation. Data on computed tomography scans were collected from the
ten largest hospitals in Finland, covering approximately 87% of all
pediatric computed tomography scans. Red bone marrow doses were
estimated with NCICT dose calculation software. The data were ana-
lyzed using exact conditional logistic regression analysis. A total of 15
cases (1.4%) and ten controls (0.3%) had undergone one or more com-
puted tomography scans, excluding a 2-year latency period. For one or
more computed tomography scans, we observed an odds ratio of 2.82
(95% confidence interval: 1.05 – 7.56). Cumulative red bone marrow
dose from computed tomography scans showed an excess odds ratio
of 0.13 (95% confidence interval: 0.02 – 0.26) per mGy. Our results are
consistent with the notion that even low doses of ionizing radiation
observably increase the risk of childhood leukemia. However, the
observed risk estimates are somewhat higher than those in earlier
studies, probably due to random error, although unknown predispos-
ing factors cannot be ruled out.
Introduction
Leukemia is the most common childhood malignancy.1 The incidence rates of
childhood leukemia in Finland are comparable to those in other European coun-
tries and show a slight increasing trend up to the 1990s.2 Acute lymphoblastic
leukemia accounts for approximately 85% of all childhood leukemias. The major
histological subtype of acute lymphoblastic leukemia is precursor B-cell acute lym-
phoblastic leukemia (~85%).1
Well-established risk factors for childhood leukemia include high doses of ion-
izing radiation, alkylating chemotherapy agents, as well as Down syndrome and
some rare congenital syndromes such as Fanconi anemia, Bloom syndrome and
ataxia telangiectasia.1,3-6 A number of genetic variants have also been associated
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ABSTRACT
with increased risk of leukemia.7,8 Furthermore, there is
reasonably consistent evidence of a slightly increased risk
associated with large birth weight relative to gestational
time.9 A higher risk has also been suggested for older
parental age, delivery by Cesarean section, and paternal
smoking.10–13 However, daycare attendance, allergic dis-
eases, maternal folic acid supplementation before birth,
and early immune stimulation have been suggested to
reduce the risk of leukemia.14–17
Although high doses of ionizing radiation increase the
risk of childhood leukemia, the magnitude of any effect
from low doses remains uncertain. Some studies have
suggested increased risks associated with background
radiation and following x-ray examinations in utero and
post-natally.18–22 Computed tomography (CT) imaging has
been used for almost four decades and its frequency of
utilization increased greatly during the 1980s-1990s. The
annual number of scans peaked around year 2002; more
recently CT scans have been partly replaced by magnetic
resonance imaging in pediatric imaging, partly because of
the risk of cancer from ionizing radiation.23 In 2015, 5,311
pediatric CT scans were performed in the Finnish popu-
lation of 1,024,000 children under 17 years old, which is
a low rate compared to that in many other countries.23,24
Four high-quality studies have investigated the associa-
tion of pediatric CT scans and childhood leukemia.25–28
The interpretation of the findings must include an evalu-
ation of confounding by indication, i.e. underlying condi-
tions predisposing children to both CT scans and
leukemia.28–30 Nevertheless, the evidence is still limited
and the magnitude of the risk needs to be characterized
further.
In this study, we examined the magnitude of the risk of
childhood leukemia after pediatric CT examinations
using a nationwide case-control design with efforts to
avoid reverse causation.
Methods
We used a register-based, case-control study with individually
matched controls. The key characteristics of the material have
been presented previously.10 Briefly, all cases of childhood
leukemia (M9800–M9948 in ICD-O-3) diagnosed in Finland dur-
ing 1990–2011 (n=1,100) before the age of 15 years were identi-
fied from the Finnish Cancer Registry (Figure 1). Three controls
were individually matched, by sex and year of birth, for each
case from the Population Register Center. In all analyses, a 2-
A. Nikkilä et al.
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Figure 1. Flow chart depicting the selection of study
subjects. The flow of cases is represented on a white
background and the controls on a light gray background.
The necessary exclusions are shown in red boxes.
Dashed lines represent the linking of the study subjects
with the CT scans collected.
year latency period was used, in part to deal with reverse causa-
tion due to confounding by indication.31 Also, multiple predis-
posing factors (Online Supplementary Table S1) were accounted
for with outpatient register data. The methods are described in
more detail in the Online Supplementary Material.
We obtained data on all CT scans performed on pediatric
patients (<15 years) from all five university hospitals and the five
largest central hospitals in Finland (Table 1, Figure 2). The period
of data availability varied between hospitals, because radiologi-
cal databases with information on each CT scan for individual
patients were introduced at different times. We estimated that
the data from the study hospitals covered 87% of all pediatric
CT scans performed in Finland during 1975–2011 (see the Online
Supplementary Material for details). For each CT scan, we
Pediatric CT scans and childhood leukemia
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Figure 2. Flow chart linking the collected computed
tomography scans to the study subjects The flow
of the CT scans is represented on a white back-
ground and the CT scans to different body parts on
a light gray background. The necessary exclusions
are shown in red boxes. 
Table 1. The collection and availability of electronically stored computed tomography scans.
Hospital                                                                City                                                       Data availability                               Number of CT scans
Helsinki University Hospital                                       Helsinki                                                                    1990–2011                                                         31,825
Tampere University Hospital                                     Tampere                                                                    1978–2011                                                          9,236
Oulu University Hospital                                                Oulu                                                                       1993–2011                                                          7,513
Turku University Hospital                                              Turku                                                                       1996–2011                                                          7,360
Kuopio University Hospital                                          Kuopio                                                                     1996–2011                                                          5,408
Central Finland Central Hospital                              Jyväskylä                                                                    2002–2011                                                          2,571
Satakunta Central Hospital                                             Pori                                                                        1995–2011                                                          1,948
Seinäjoki Central Hospital                                         Seinäjoki                                                                    1999–2011                                                          1,759
Päijänne Tavastia Central Hospital                              Lahti                                                                       2000–2011                                                          1,597
North Karelia Central Hospital                                  Joensuu                                                                    1993–2011                                                          1,191
TOTAL                                                                                                                                                                                   80,783
All Finnish university hospitals are listed first followed by the five chosen central hospitals.
obtained the parameters used for dose assessment including
year, body part, use of contrast medium and the number of
sequences. Manufacturers and models of CT scanners in each
hospital were acquired from the Radiation and Nuclear Safety
Authority (STUK). For dose calculations, we assumed in the
main analysis that each CT scan was performed using the latest
CT scanner available at the hospital. 
Data on a total of 80,783 pediatric CT scans were obtained and
of those, 49 CT scans were performed on the study subjects,
excluding the 2-year latency period (Table 1). Half (n=25) were
head scans, and 19 were lung scans. Of the CT scans, 36 were per-
formed on 15 (1.4%) cases and 13 scans on 10 (0.3%) controls. 
The CT scan parameters were obtained based on expert opin-
ion of an experienced hospital physicist (Online Supplementary
Table S2). The doses were estimated using the NCICT software
(v1.2).32 Age- and sex-specific pediatric software phantoms (for
neonates, and children aged 1, 5, 10, and 15 years) were used.
The input for dose calculation also included the scanner manu-
facturer and model. If data were available only on the manufac-
turer, a manufacturer-specific average was used. It was assumed
that a head or body filter was used, based on the target body
part. The cumulative absorbed red bone marrow (RBM) doses
were obtained as the sums of absorbed RBM doses from all CT
scans for each study subject. The dose from a scan was multi-
plied by 1.5 if contrast medium was used, consistent with tissue-
specific coefficients suggested for other tissues.33 Alternative
dose estimates were obtained based on values reported in the lit-
erature.34
We identified subjects with Down syndrome (40 cases and 2
controls) from the Congenital Malformation Register and Care
Register for Health Care, and those with a previous malignancy
(2 cases) from the Finnish Cancer Registry. They were excluded
to avoid confounding by indication (reverse causation). We also
collected information on birth weight (large for gestational age)
and maternal smoking during pregnancy from the Medical Birth
Register, as well as socioeconomic status and education of the
parents from Statistics Finland. Residential exposure to back-
ground gamma radiation, including natural terrestrial radiation
and Chernobyl fallout, was estimated as described previously.8
Due to small frequencies, exact conditional logistic regression
in SAS 9.4 was used for estimating odds ratios (OR), excess odds
ratios and their confidence intervals (CI).35 Statistical power cal-
culations indicated that the sample size is sufficient for detecting
a linear dose-response with an OR of 1.05 or greater per 1 mGy
increase in cumulative RBM dose with a statistical power of
80% using asymptotic conditional logistic regression.36
The ethical committee of Pirkanmaa Hospital district
reviewed the study protocol (tracking number R14074) and, in
accordance with Finnish regulations, no informed consent was
required for this register-based study. In addition, each hospital
approved our study protocol before delivering the data on CT
scans. We obtained permission to use data from the Finnish
Cancer Registry, the Medical Birth Register, Care Register for
Health Care and Congenital Malformation Register from the
National Institute of Health and Welfare (1774/5.05.00/2014), as
well as census data on socioeconomic status from Statistics
Finland (TK-52-306-16).
Results
In our nationwide register-based study, after excluding
cases with an incorrect personal identification number or
prohibition to use their data, we identified 1,093 cases of
childhood leukemia diagnosed in 1990-2011. Most of the
cases were acute lymphoblastic leukemia (81.1%) or
acute myeloid leukemia (13.0%). The median age at diag-
nosis among cases was 4.52 years (interquartile range,
IQR 2.72 – 8.23). Of the cases and controls, 52% were
male (Table 2). The criteria for large for gestational age
were met by 121 (13.3%) of the cases and 275 (9.9%) of
the controls. 
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Table 2. The characteristics of cases and controls before any exclusions.
                                                 Cases (n=1,093)   Controls (n=3,279)         P
Gender                                                                                                                                    
Female                                                 48.0% (525)               48.0% (1575)                  
Male                                                      52.0% (568)                52.0% (1704)                  
Large for gestational age                                                                                                  
No                                                          86.7% (788)                90.1% (2493)                  
Ys                                                           13.3% (121)                  9.9% (275)                0.001
Missing                                                        184                                511                           
Mother’s smoked during 
pregnancy                                                                                                                              
No                                                          83.1% (742)                84.5% (2296)                  
Yes                                                        16.9% (151)                 15.5% (420)               0.096
Missing                                                        200                                563                           
Down syndrome                                                                                                                   
No                                                         96.3% (1053)               99.9% (3277)                  
Yes                                                          3.7% (40)                      0.1% (2)                <0.001
Parents’ education                                                                                                              
Mother                                                                                                                                 
Upper secondary                             48.5% (530)                50.6% (1659)               ref
Bachelor’s degree                           22.3% (244)                 23.1% (756)               0.869
Master’s or doctor’s degree         10.2% (112)                  9.8% (321)                0.406
Missing                                              18.9% (207)                 16.6% (543)                   
Father                                                                                                                                  
Upper secondary                             52.0% (568)                51.4% (1685)               ref
Bachelor’s degree                           15.2% (166)                 16.2% (532)               0.423
Master’s or doctor’s degree         10.0% (110)                 10.2% (334)               0.880
Missing                                               22.8% (249)                 22.2% (728)                   
Parents’ socioeconomic status                                                                                       
Mother                                                                                                                                 
Self-employed                                    7.7% (84)                    8.3% (273)                  ref
Upper level employee                    16.1% (176)                 15.7% (514)               0.477
Lower level employee                    34.8% (380)                34.5% (1130)              0.521
Manual worker                                 21.4% (231)                 20.6% (674)               0.490
Other                                                  18.2% (199)                 20.3% (664)               0.859
Missing                                                 2.1% (23)                     0.7% (24)                     
Father                                                                                                                                  
Self-employed                                  13.9% (152)                 12.0% (395)                 ref
Upper level employee                    17.6% (192)                 18.2% (596)               0.178
Lower level employee                    18.3% (197)                 17.9% (587)               0.273
Manual worker                                 34.0% (372)                35.0% (1148)              0.170
Other                                                  12.4% (135)                 14.3% (469)               0.036
Missing                                                 4.1% (45)                     2.6% (84)                     
Age at leukemia diagnosis, years                                                                                     
0 – 2                                                      14.3% (156)                                                          
2 – 7                                                      55.5% (605)                                                          
7 – 15                                                    33.4% (332)                                                          
Leukemia type                                                                                                                      
Pre-B-ALL                                            75.6% (826)                                                          
Pre-T-ALL                                               5.9% (64)                                                            
Unclassified ALL                                  1.8% (20)                                                            
Acute myeloid leukemia                   13.6% (149)                                                          
Other                                                      3.1% (34)                                                            
The reported P-values are from an univariate conditional logistic regression model. The non-
binary variables were treated as factors and the reference categories are marked with “ref”. ALL:
acute lymphoblastic leukemia.
After exclusions, eight cases (0.7%) and nine controls
(0.3%) had undergone at least one CT scan. The median
RBM dose was 10.1 mGy (IQR 4.79 – 13.6) for the
exposed cases and 6.29 mGy (IQR 5.69 – 7.14) for the
exposed controls (Figure 3). The corresponding literature-
based values were 26.5 mGy and 17.6 mGy. The RBM
doses calculated with NCICT from thoracic CT scans var-
ied between 1.8 and 6.8 mGy (median 4.0 mGy) and sim-
ilarly, the doses for head CT scans varied between 1.6 and
10.7 mGy (median 6.6 mGy).
The OR for any versus no CT was 2.82 (95% CI: 1.05 –
7.56). For two or more pediatric CT scans, the OR was
5.22 (95% CI: 0.89 – 69.9). For any head CT scans, an OR
of 4.00 (95% CI: 1.39 – 11.5) was obtained. 
The overall excess OR of childhood leukemia was 0.13
(95% CI: 0.02 – 0.26) per mGy of absorbed RBM dose cal-
culated with the NCICT software (Table 3). Using the
cumulative RBM dose estimates from the literature, an
excess OR of 0.05 (95% CI: 0.01 – 0.10) per mGy was
obtained. In an analysis by dose tertile calculated with
NCICT, the excess OR relative to zero dose were 1.26 (95%
CI: -0.50 – 10.1) for the first group, 0.09 (95% CI: -0.89 –
10.5) for the second, and 5.00 (95% CI: 0.10 – 31.7) for the
last (Figure 4). 
For the most common subtype, precursor B-cell acute
lymphoblastic leukemia, the excess OR per mGy was
0.14 (95% CI: 0.02 – 0.29) using estimates from NCICT
and 0.06 (0.01 – 0.11) for literature-based estimates. The
excess OR for any versus no CT scans was 2.25 (95% CI:
0.08 – 8.75) for acute lymphoblastic leukemia and 2.88
(95% CI: 0.22 – 11.4) for precursor B-cell acute lym-
phoblastic leukemia. In the analysis by age at
diagnosis/reference date, the excess OR for any versus no
CT scans was 3.50 (95% CI: -0.25 – 25.9) for children
aged 2 – <7 years and 1.27 (95% CI: -0.32 – 6.54) for
those aged 7 – <15 years.
Covariate (confounder) adjustments (large for gesta-
tional age, maternal smoking during pregnancy, parental
education and parental socioeconomic status) did not
alter the OR for CT exposure by more than 0.05 units,
with the exception of maternal smoking, which increased
the OR related to the number of pediatric CT scans (0 ver-
sus 1 or more) (approximately 0.10 units). Nevertheless,
we preferred the unadjusted model, as missing data on
maternal smoking resulted in wider confidence intervals
for the main variables. 
The OR were higher when the subjects with Down
syndrome were not excluded (for 1 or more CT scans
OR=5.21, 95% CI: 2.19 – 12.4 and for cumulative RBM
dose excess OR=0.19 per mGy, 95% CI: 0.07 – 0.32). No
evidence of a different effect of the RBM doses on
leukemia risk for subjects with or without Down syn-
Figure 3. Histograms of (A) the ages of the subjects at the time of computed
tomography scan and (B) the cumulative doses received by the subjects, calcu-
lated with NCICT.
A
B
Table 3. The frequencies of computed tomography scans for subjects >2
years old at the reference date and odds ratios calculated with exact condi-
tional logistic regression.
                                                          Cases             Controls          OR (95% CI)
                                                                         911                       2730
CT scans                                                                                                                         
0                                                                   903                      2721                           
1                                                                     4                            7                 1.85 (0.39, 7.36)
2 or more                                                     4                            2                 6.22 (0.89, 68.9)
by type (1 or more)                                                                                               
ALL                                                         7                            7                 3.25 (1.08, 9.75)
pre-B-ALL                                             7                            6                 3.88 (1.22, 12.4)
by age-group (1 or more)                                                                                    
2 - <7 years                                          3                            2                 4.50 (0.75, 26.9)
7 - <15 years                                        5                            7                 2.27 (0.68, 7.54)
by dose index (NCICT/literature)                                                                      
low, 4.79a/11.6b mGy                             3                            4                 2.26 (0.50, 10.1)
medium, 6.72a/19. 8b mGy                   1                            3                 1.09 (0.11, 10.5)
high, 13.8a/33.2b mGy                           4                            2                 6.00 (1.10, 32.8)
per 1 mGy (NCICT)                                                                                               
TOTAL                                                                                                     1.13 (1.02, 1.26)
pre-B-ALL                                                                                              1.14 (1.02, 1.29)
per 1 mGy (literature)                                                                                          
TOTAL                                                                                                     1.05 (1.01, 1.10)
pre-B-ALL                                                                                              1.06 (1.01, 1.11)
The reference group for all calculated odds ratio (OR) is zero CT scans for categorical vari-
ables. Study subjects with Down syndrome or cancer diagnoses were excluded. All reported
OR are from an unadjusted model. The median doses for dose-index classes calculated with
NCICT are marked with a. The respective class medians based on literature are marked with b.
ALL: acute lymphoblastic leukemia; pre-B-ALL: precursor B-cell acute lymphoblastic
leukemia.
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drome was found to suggest effect modification (interac-
tion P=0.99).
When the oldest possible CT scanner (at maximum, 10
years old) at the hospital was used in dose estimation
instead of the most modern CT scanner, the median
cumulative RBM dose for cases was 9.71 mGy (IQR 7.09
– 18.7) and for controls 7.14 mGy (IQR 5.71 – 12.6), with
an excess OR of 0.11 (95% CI: 0.02 – 0.22) per mGy. 
When the cumulative RBM dose from terrestrial
gamma radiation and Chernobyl fallout was included in
the model, the OR for cumulative RBM dose from pedi-
atric CT scans remained unchanged. The median cumula-
tive dose from residential gamma radiation was 1.96 mSv
for cases and 1.90 mSv for controls.
The distributions of cities of the last addresses of cases
and controls were analyzed to evaluate whether cases
and controls belonged to catchment populations of differ-
ent hospitals, which might have caused differential mis-
classification due to contrasting data availability. No dif-
ference in the distributions was noted (chi-squared test,
P=0.30). The age and CT scan years of the subjects are
reported in Online Supplementary Table S3.
Discussion
We estimated the impact of radiation exposure from
pediatric CT scans on risk of childhood leukemia in a
nationwide register-based case-control study in Finland.
Overall, a statistically significant increase in risk per mGy
of RBM absorbed dose was found. The central estimate is
larger than in previous studies, but the confidence inter-
vals overlap with earlier results, and the effect size is
compatible with extrapolation from high-dose studies.
The higher main point estimate is likely influenced by
random error, as the dose estimates were imprecise due
to lack of detail in dosimetric data, including parameter
values used for the scanner. It is also possible that the typ-
ical values based on expert opinion are representative of
current procedures, but may underestimate doses from
older examinations, which could inflate the risk estimates
per unit dose. However, our site-specific dose estimates
calculated with NCICT were quite comparable with
those reported in the British study.25 We minimized the
potential for systematic error by adjusting for several con-
founders and used consistent procedures for the cases and
controls. The risk estimates were slightly higher for pre-
cursor B-cell acute lymphoblastic leukemia than for other
leukemias, but the difference was not statistically signifi-
cant.
Two large studies have been published on the subject
prior to ours. The cohort studies from the United
Kingdom and Australia reported a significant risk of child-
hood leukemia associated with RBM dose from pediatric
CT scans.25,26 Pearce et al. found an excess relative risk of
0.04 per mGy and Mathews et al. reported a relative risk
of 1.2 for one or more CT scans with an excess relative
risk of 0.04 per mGy. The Australian cohort had 211
exposed leukemia cases and the UK study 74. A smaller
German cohort study reported an increased leukemia
incidence following two or more CT scans, but a non-sig-
nificant dose-response based on 12 exposed cases.27 Based
on the Life Span Study in Japan, the extrapolated excess
relative risk for childhood exposure would be approxi-
mately 0.05 per mGy.37
Other major sources of ionizing radiation were taken
into consideration by including cumulative RBM doses
from terrestrial gamma radiation and Chernobyl fallout,
and this did not affect the results. In our data, the average
cumulative RBM dose from CT for the controls was only
0.002 mGy, which is approximately 0.1% of the average
annual RBM dose in Finland.38 We accounted for medical
use of radiation, to which tomography scans make the
largest contribution, and terrestrial gamma radiation,
which accounts for nearly two-thirds of average annual
radiation to the RBM in Finland.23,39 In addition, there is
little evidence to assume that other sources of ionizing
radiation, such as cosmic radiation or internal exposure to
natural radioisotopes, would distribute unequally among
the cases and controls.
The coefficient 1.5 for incremental dose due to CT
imaging with contrast medium was chosen pragmatically
based on the coefficients for other body parts, as the
effects on RBM dose were not reported separately.33
Based on limited population statistics available from
the Radiation and Nuclear Safety Authority,23 roughly 30
CT scans were expected for the controls. However, only
13 scans were recorded among them. This might partly
reflect incomplete availability of data, but the estimate of
the expected numbers is highly uncertain because of lack
of data on pediatric CT scans prior to 2008. It is also
worth noting that pediatric CT scans are performed less
frequently in Finland than in several other countries.24
Our material consists of a comprehensive set of child-
hood leukemia cases and representative controls, which
should eliminate selection bias by virtue of a register-
based approach, which required no consent or informa-
tion from the study subjects or their families. The study
period covers the years in which the use of pediatric CT
scans was most frequent, as the annual number of pedi-
atric CT scans has been decreasing in Finland since the
year 2000.23 The data on CT scans were obtained from
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Figure 4. Dose-response curve of cumulative red bone marrow dose from pedi-
atric computed tomography scans and childhood leukemia. The point esti-
mates with 95% confidence intervals are for the three dose index levels and the
fitted curve is for the cumulative RBM dose calculated with NCICT. The shaded
area represents the 95% confidence interval for the continuous dose-response.
The vertical axis is on a binary logarithm scale.
hospital databases to avoid recall bias, and also included
the scanner model and use of contrast medium. As in
other studies, the most common single CT scan in our
analysis was a head scan.23
Radiation doses to RBM from the CT scans were calcu-
lated using the best available methods, employing NCICT
software, with age- and sex-specific phantoms and taking
into account the scanner model. The scanning parameters
entered into the software were based on the settings and
procedures commonly used in Finland, although data were
not available for each scan. We also evaluated the effects of
choosing the most modern CT scanner at each imaging site
and the OR showed robust behavior.
We also had data on several important risk factors includ-
ing Down syndrome, parental socioeconomic status, large
for gestational age and maternal smoking. We were able to
incorporate data on cancer predisposing factors, which
have been shown to be of importance recently.28,30 Inclusion
of cases with Down syndrome would have increased the
risk estimates, possibly because Down syndrome is associ-
ated with increased risks of both leukemia and infections.4,40
We also explored the joint effect of Down syndrome and
cumulative RBM dose and found no interaction. Subgroup
analyses of exploratory nature were carried out by subtype
of childhood leukemia and age at diagnosis, although
these were underpowered. 
Our study has some shortcomings. We were able to
obtain data from all ten hospitals only after 2002, thus
exposure assessment is not uniformly complete for sub-
jects born prior to that year. Only a minor improvement
in statistical power would have been reached by collect-
ing pediatric CT scans from the rest of the imaging cen-
ters in Finland. In addition, there is no reason to assume
that the missed CT scans would have been unequally dis-
tributed for the cases and controls, i.e. result in differen-
tial misclassification. For dose estimation, complete infor-
mation on the scanning parameters is included in the
modern picture archiving systems, but was not available
before the year 2000. Use of parameters for each individ-
ual scan would have provided more accurate dose esti-
mates. The unexpectedly lower median dose of cases for
older scanners found in our sensitivity analysis may be
due to random error. The number of different CT scan-
ners in our analysis was limited and thus the estimates of
average dose were imprecise. 
Our results support the notion that even small doses of
radiation from pediatric CT scans produce a small, but
detectable increase in leukemia risk. In the subgroup
analyses, we observed no substantial differences by age
or leukemia subtype, although slightly higher risks were
found for precursor B-cell acute lymphoblastic leukemia. 
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